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THE TRAVELERS 


Hartford, Connecticut 
L. EDMUND ZACHER, PRESIDENT 


THE TRAVELERS INSURANCE COMPANY 
Sixty-eighth Annual Statement 


ASSETS RESERVES AND ALL OTHER LIABILITIES 


United States Government Bonds $70,932,415.00 LifeInsurance Reserves . . .$537,068,053.57 
Other PublicBonds . . . . 92,702,718.00 Accident and Health Insurance 

Railroad Bonds and Stocks . . 79,758,966.00 Reserves. . . . . . 9,283,694.15 
Public Utility Bonds and Stocks. 76,544,360.00 Workmen’s Compensation and 

Other BondsandStocks . . . 48,154,903.00 Liability Insurance Reserves 49,656,736.70 
First Mortgage Loans. . . . 115,921,897.85 ReservesforTaxes . . . . 3,512,128.55 
RealEstate . . « Other Reserves and Liabilities . 2,619,046.98 
Loans on Company’s policies. . 106,171,003.04 *Security Depreciation Reserve. 7,726,633.00 
CashonhandandinBanks . . 12,103,472.32 SpecialReserve . . . . . 9,340,996.50 
Interest accrued . .  8,972,347.28 Capital. . . $20,000,000.00 

Premiums dueand deferred . 28,331,806.50 Surplus. . .  22,313,717.52 
AllOtherAssets . . . . . 251,306.36 42,313,717.52 


Toran. . . . . . $661,521,006.97 Tota. . . . . . $661,521,006.97 


aaa TRAVELERS INDEMNITY COMPANY 
Twenty-sixth Annual Statement 


AsseETS RESERVES AND ALL OTHER LIABILITIES 


United StatesGovernment Bonds $1,715,282.00 Unearned Premium and Claim 
Other PublicBonds . . . .  2,165,135.00 Reserves. . . . . . $9,649,196.70 
Railroad Bondsand Stocks . . 3,119,595.00 ReservesforTaxes . . 298,394.71 
Other BondsandStocks . . . 9,909,337.00 Other Reserves and Liabilities. 517,390.61 
First Mortgage Loans. . . . 312,500.00 *Security Depreciation Reserve. 661,853.00 
CashonhandandinBanks . . 1,730,823.36 SpecialReserve . . . . .  2,275,698.40 
Premiums in Courseof Collection 2,017,157.56 Capital. . . .$3,000,000.00 
Interestaccrued . ... . 100,567.54 Surplus. . . . 4,667,918.04 
AllOtherAssets . . . . . 54.00 7,667,918.04 


Tora. 070, 451.46 Toran. . . . . . . $21,070,451.46 


THE TRAVELERS FIRE INSURANCE COMPANY 
Eighth Annual Statement 


AsseETS RESERVES AND ALL OTHER LIABILITIES 


United StatesGovernment Bonds $2,090,324.00 Unearned Premium and Claim 
OtherPublicBonds'. . . .  1,246,570.00 Reserves. . . . . $10,078,455.09 
Railroad BondsandStocks . .  2,755,528.00 Reserves for Taxes. 256, 770.09 
Other BondsandStocks . . . 6,456,539.00 Other Reserves and Liabilities. 45, 483.13 
First MortgageLoans. . . .. 250,000.00 *Security Depreciation Reserve . 519,756.00 
Cashonhandandin Banks 1,756,259.49 Special Reserve.  1,181,435.05 
Premiums in Courseof Collection 1,205,015.14 | Capital. . . .$2, 000,000.00 
Interestaccrued . . . . . . 129,835.06 Surplus. . . . 1,828, 22 
AllOtherAssets . . .. . 20,433.89  3,828,605.22 


Toran. . . $15,910,504.58 Torar. ... . . $15,916,504.58 .. 
*Basis of oaluation of socunities i the National Convention of Insurance Commissioners valuations adjusted by security depreciation reseroes. 
MORAL: Insure in THE TRAVELERS 
MORE THAN FIFTY FORMS OF INSURANCE AVAILABLE 


LIFE + ACCIDENT - LIABILITY + AUTOMOBILE - HEALTH + STEAMBOILER + COMPENSATION + WINDSTORM 
GROUP AIRCRAFT FIRE PLATEGLASS BURGLARY MACHINERY INLAND MARINE 
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FORTHCOMING 
ISSUES 


A New Canadian 
Railroad Set-Up? 


AHeavy deficits have characterized 
the Dominion’s operation of its Cana- 
dan National Railway system, and 
oficials and taxpayers alike appear to 
be tiring of this drain on the public 
treasury. Any rearrangement of the 
operations of the government-owned 
railroad would materially affect the 
competing Canadian Pacific lines. But 
would the effect be beneficial, or would 
itbe adverse to the investment position 
of the latter road’s shares? Or is there 
aprobability of the Government taking 
over the Canadian Pacific, and thus 
diminate competition, but also elimi- 
nate private ownership? A searching 
discussion of this important situation 
will appear in an early issue. 


Opportunities for 
the Bond Buyer 


ADevelopments in coming months are 
expected to have several-fold effects 
upon the price movements of good 
bonds. Sound issues selling materially 
below par should gradually appreciate 
in price as investment demand expands 
and offerings of present holders dry up. 
Added thereto is the fact of the re- 
sumption of an upward trend in corpo- 
ration earnings, which will result in 
a improvement in the investment 
position of the funded obligations of 
those companies which show definitely 
that the “corner has been’ turned.” 
The present appears to be an auspicious 
time for the purchase of good bonds 
at substantial discounts, and a group of 
fve of such ‘issues will be presented 
next week. 


Earnings At 
Record High 


‘ 

A One of the country’s leading specialty 
companies last year experienced a de- 
ine of 4 per cent in unit volume, and 
2 per cent in dollar sales, yet the 
hature of its business is such as to 
Permit an actual gain of more than 
2% per cent in earnings, which es- 
tablished a new high record. Although 
the current dividend rate was covered 
only 114 times, the status of the enter- 
prise is such as warrants paying out a 
very large proportion of its profits, 
td at present prices (of about 10 
times 1931 earnings) a yield of better 
than 614 per cent is afforded. 
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Inquiring Type 
Mind.... 


j subscription lists of The Financial World are composed 
of men who are leaders in various walks of life—men who 
are successful in their chosen fields. They are as successful in 
their investments as they are in their business or profession because 
they seek—and obtain—reliable information about important 


matters before taking action. 


Successful men of this type do not follow hunches or tips. 


Before proceeding along any line they get the facts. 


They have an énquiring type of mind. 


They are the kind of people who will read your copy, Mr. 


Advertiser, and read it with an open mind. Not only are they 
willing to be shown—they want to be shown. If your product 
is better than the next fellow’s, these people are glad to know 
about it. If your story is sincere, and convincing, it is likely that 


they will act. 


And, because we know that they all have surplus funds for 


investment, it is reasonable to suppose that they are able to buy 


your product. 


After all, the quantity of circulation is really less important than 


the kind of circulation, if you are advertising a quality product. , 


If you manufacture a product of unusual merit, you will find 


The Financial World a direct approach to a market which is large 


enough to be a substantial factor in your sales program. 
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THE FINANCIAL WORLD 


The Financial World was established to diffuse the truth about investments, has con- 
stantly maintained this attitude, and will continue to do so, confident in its belief that 
as long as it clings to this ideal it can count upon the support of the investing public. 
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The Trend of Things 


Extension of rise in bond prices sustains stock market sentiment — Occasional 

gains discernible in business, but trade generally is still stagnant — First gain in 

steel operations in six weeks brings output up to 27 per cent — Future weeks 

should see futher gains — Bank of England cuts discount rate to 4 per cent, an 
additional display of confidence 


EP ton is any material change in the domestic situa- a gentle upward trend for five weeks and is now running 


tion in the past week, the good news has been around 35,000 cars weekly. Latest carloading figures 
coming from abroad, with numerous central banks cover the Washington Birthday holiday, but the decline 
jing added to the growing list of those which have re- for the week was only slightly more than normal. Colder 
duced their discount rates. Germany and England are weather, if continued, should bring about heavier coal 
the most important institutions to take this step, with traffic. New building contracts for last month showed a 
the latter’s action supporting the belief that the pound 5 per cent rise over January, approximating the normal 
vill be returned to a gold basis before this summer passes. seasonal percentage gain, but the base is still very low. 
GLIMMER of hope is afforded by the steel industry, MMODITY prices continue to scrape what is hoped 
which has stepped-up operations and looks for further to be the bottom, with minor changes in one direction 
apansion in the near future. Highly encouraging is last largely offsetting those in the opposite direction. Brad- 
wek’s advance in the steel price average, slight as it is, street's food index, for instance, is unchanged for the week. 
insmuch as it marks the first gain in nine months. The Copper producers are apparently coming to another 
iecline of 102,000 tons in U. S. Steel’s unfilled tonnage is agreement concerning restriction of output (which has 
without significance, inasmuch as a drop for that already been reflected in price advances), and it now re- 
nonth has been shown in three of the past six years. Auto- mains to be seen whether the new scheme (which is to 
wobile production is still held down awaiting the appear- hold output to about 171% per cent of capacity) can be 
ance of the new Ford models, although output has shown maintained so that surplus stocks can be worked off. 
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Nore: “ lue”’ market valuation of all stocks listed on the New York Stock Exchange; the solid line 
reflects tine AJ whereas the dotted line shows the week-to-week compilation by THE FINANCIAL 
Wort, The “Loan Ratio” expresses the percentage of brokers’ loans (to Stock Exchange members) to total market value of securities listed; the 
‘lid line shows the Stock Exchange’s figures, reported monthly, while the dotted line shows Tue Financia WorLp’s computation of changes which 
have occurred during the month. Percentage of monthly sales to total number of listed shares is shown by the line “‘ Percentage Turnover in Sales. 
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Securities Outlook 


N THE question of whether or not 
recent stock markeé action has been 
paving the way for a sustained advance, 
there is naturally much diversity of 
opinion, but the most important thing 
right now is that it has apparently curbed 
a deflationary movement and has at least 
lain the foundation for a definite upward 
_trend upon the appearance of supporting 
improvement by business. Judging from 
corporate results attained so far in 1932, 
April showers this year are going to con- 
sist of generally poor first quarter earnings 
reports and despite the undeniable im- 
provement in sentiment, it is difficult 
to see just how any semblance of a run- 
away market can be witnessed in the 
near future. Nevertheless, buyers of 
stocks at the present time are making 
their purchases with full knowledge of 
the depressed status of industrial activ- 
ity, whereas a year ago rising markets 
were predicated on the assumption that 
the signs of seasonal quickening in the 
business pulse were harbingers of a definite 
trend toward expanding trade and profits. 
It is because business activity has not 
yet turned upward that the investor 
should proceed slowly in the utilization 
of reserve buying power, and it is because 
of the great amount of progress which 
has been made in clearing away the ob- 
stacles to recovery that the investor is 
warranted in maintaining his position in 
sound securities. It will be possible to 
engage in more extensive purchases 
with greater confidence somewhat later 
on when the trade indices begin to move 
in the right direction. 


AAA 
Business Situation 


USTAINED improvement in confi- 

dence in the face of little actual 
change in the volume of business at a 
time when industrial activity should 
normally be showing a distinct upward 
trend calls for explanation. A summary 
of recent developments of fundamental 
nature appears to furnish the answer. 


In the first place, a highly unsatis- 
factory foreign situation had been held for 
many months to be the sword of Damocles 
which was overhanging this country. 
Definite evidences of the improvement in 
this situation are found in the reduction 
in the Reichbank discount rate, rise in 
sterling exchange, repayment of loans 
made by our banks to England, the ap- 
parent intention of England to return to 
gold at a comparatively early date, and 
the Bank of England’s rate cut to 4 per 
cent. 

Here at home a panicky banking situa- 
tion virtually throttled business in many 
sections of the country; the progress 
which has already been made in the 
removal of this incubus is common knowl- 
edge, with the results being a downward 
trend in hoardings and virtual elimina- 
tion of bank failures. 

The bond market (upon which business 
will in the not far distant future be calling 
for new capital) has been advancing for 
three months, 

The Federal Government (as well as 
the governments of many states and 
municipalities) is making an earnest effort 
to balance its budget and expenditures. 

Commodity prices have recently been 
moving in a more encouraging manner, 
and it appears that the back of the long 
decline in values of all sorts has finally 
been broken. 

So far as actual business is concerned, 
the various seasonally adjusted weekly 
indexes have been making new lows. 
Examination of the reasons discloses 
the fact that trade activity is not actually 
declining further, but gains which should 
be seen now are largely absent. With the 
foundations for recovery so obviously 
with us, there is reason for expecting 
that a spring rise, while belated, will 
nevertheless be witnessed in coming 
months. 


AAA 
Credit Situation 
_— time deposits and demand de- 


posits of Federal Reserve reporting 
member banks last week showed gains 


THE FINANCIAL WORLD INDEX OF INDUSTRIAL PRODUCTION 


Average of 1925-1928—100 


Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec. 


Index Index 
90 90 
80 80 
70 
1932 
50 50 
40 


Tue Components: This is an unweighted index of five sensitive series of industrial activity; 
new building contracts, electric power production, automobile output, steel mill activity, and 
made 


merchandise, miscellaneous and less-than-carload freight traffic. 


Adjustments have been 


for normal seasonal variation, and the average for the four years 1925-1928 is used as the base. 


for the first time since last July 1, 
gratifying turn in events, and amountel 
to $17 millions. Commercial loans 
by the banks declined $23 millions but if 
an upward trend in deposits becomes 
evident we may safely expect the banker 
to exercise less restraint in granti 
credit for business needs. As conn 
tion of the member bank gains, the New 
York Clearing House banks also showed 
hye + of $23 millions in their deposits 
the first increase by this group ging 
December 19. 
Now that the proper legislation has 
been effected to relieve the banking sity. 
tion, it is to be regretted that our solony | (CC 
are not letting the matter rest where it is 
The latest piece of unwise legislation to 
be proposed is a deposit guaranty act ( 
despite the deplorable results of similar hos 
actions by various states in the past, fou 
Even considering the high rate of banking flo’ 
fatalities in past months, there will never of | 
be a legal substitute for brains in banking, pul 
One result of attempting to guarantee rea 
the safety of bank deposits has almost un 
invariably been that depositors have son 
taken their funds to the institutions which to 
paid the highest rate of interest, regard. the 
less of other factors, and unsound compe- lati 
tition naturally developed. Whether or § ple 
not such Federal legislation actually § wh 
passes without a veto, is a question, but fou 
the chances appear to be against its mo 


adoption. an 
AAA to 
The Pound Sterling 


BOUT as sharp a movement on the 
up side as was experienced following | ing 
sterling’s abandonment of the gold stand- tio 
ard, was witnessed last week with a net fra 
gain of 18 cents in a single day. The wide fra 
discount on sterling has quite naturally ize 
stimulated England’s foreign trade, § th 
whereby that country was able to ac Fr 
cumulate sizeable exchange balances to mi 
convert into pounds. Added thereto was ex 
the gold brought out from private sourees cr 
and from India in large amounts. In po 
recent weeks Great Britain had been ing 
selling sterling exchange in order to build lio 
up dollar balances here, thus furnishing ha 
dollar funds to pay off the credits obtained J fo 
last July. The lifting of this selling pres- § to 
sure thus permitted the sharp rebound in 9 ba 
pound exchange rates. Although Great J su 
Britain has moved to extend for another in 
year the suspension of the gold standard, 9 m 
this was necessary because the present ele 
enabling act expires March 21. That 9 fo 
step, however, does not mean that En § U; 
gland will stay off gold another twelve su 
months; the legislation is in existence J di 
should they feel such a policy necessary. Wl 
On the contrary, there appears good m 
ground for expecting a return to the gold J su 
standard within about six months. A § gc 
more complete discussion of this subjett 
will appear in next week’s issue of Tse 
FinanciaL WORLD. 


AAA 
Barometer Changes 


TH merchandisers are approaching 
their Easter selling season, but accord- 
ing to present indications the volume of 
business (and profits) realized at that 
time will not be impressive. Conse 
quently, instead of advancing the right 
hand pointer for this group to @ Leese 
which would indicate a seasonal bulge ° 
some magnitude, we have merely mov 

it up to neutral. Earnings reports 40 
other factors indicate that current eat 

(Please turn to page 31) 
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the Billionaire Beggar 


By ANDREW A. BOCK, Ph.D. 
Editorial Staff, Tar Financia, Wortp 


HE accumulation of a Gargantuan 
hoard of gold by France during the last 
four years, and the continuance of the 
flow of the yellow metal into the vaults 
of the Bank of France, have been a great 
puzzle to the casual observer, and the 
reasons for this situation are not generally 
understood. How is it, the average per- 
son asksy that France was able in 1925 
to negotiate a 60 per cent reduction in 
the amount of her debt owing us (caleu- 
lated on a 5 per cent interest basis), her 
plea being poverty and inability to pay, 
whereas in a succeeding period of only 
four years, she was able to accumulate 
more than a billion dollars of gold bal- 
ances, which she moved from one place 
to another (largely for political reasons, 
it is suspected) as one would move a 
group of chessmen? 

The reasons therefor are varied, go- 
ing back to 1926, and having their founda- 
tion in the results of the flight from the 
franc. Two years later, when the French 
frane was stabil- 
ied (June, 1928), 
the Bank of 
France held $1,040 
millions in foreign 
exchange bills and 
credits and re- 
ported gold hold- 
ings of $1,134 mil- 
lions. Since that time the gold reserves 
have increased to $2,894 millions, whereas 
foreign exchange holdings were reduced 
to about $653 millions. As these credit 
balances and bills bought abroad are of 
such a nature that they can be converted 
into gold and shipped to France on de- 
mand, the net gain in gold holdings and 
aims on gold for this period of about 
four years is equivalent to $1,373 millions. 
Until England went off the gold standard, 
such foreign balances were about equally 
divided between London and New York, 
whereas at the present time they are al- 
most entirely placed in this country, and 
subject to further withdrawals in form of 
gold shipments. 


Concession on War Debts 


These figures, more than anything else, 
are evidence of the tremendous financial 
strength and power which that country’s 
central bank enjoys at the present time, 
and attest the safety of the French france. 
Considering these facts the man in the 
street asks how France has been able to 
«complish this enviable financial sta- 
bility, while currencies of one after the 
other of her European neighbors tottered 
rom their gold pedestal. The change dur- 
ing the last decade has been quite drastic 
and stands unique in financial history. 

uring the years after the war, when it 
fame to a settlement of France’s war 
debts towards the United States, that 
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country pleaded poverty, and invoking 
the principle of capacity to pay, succeeded 
in having its legitimate debts owing this 
country reduced from $4,230 millions to 
$1,681 millions, a concession of $2,549 
millions to be carried by the American 
tax payer. Yet to-day, France is ap- 
parently sitting on the top of the world, 
with the frane regarded by the French as 
the safest of all currencies, and in their 
opinion even safer than the American 
dollar. 

The reasons are manifold for France’s 
phenomenal accumulation of claims 
abroad, and their ultimate transfer in 
the form of gold shipments. The most 
important is the flight from the French 
frane in 1926, when the French tempo- 
rarily lost confidence in their own cur- 
rency. An immense amount of all kinds 
of securities which were marketable 
abroad were liquidated on the American 
and European stock exchanges and the 
proceeds left abroad until the storm 
which was sweep- 
ing over the French 
currency system, 
was over and a 
gradual repatria- 
tion took place. 
These funds were 
substantially aug- 
mented by losses 
of the international speculators who had 
misjudged the recuperative power of 
that country, and had sold French franes 
short in the decline. When Poincare 
took charge of the French currency 
position and succeeded in restoring con- 
fidence and doubling the exchange value 
of the france in a relatively short time, 
these speculators were caught and France 
was able to cash in enormous amounts of 
“‘differences”” which were added to the 
proceeds of the sales of securities, swelling 
the total of her balances abroad. 

A second factor was a favorable bal- 
ance of payments on foreign account 
which lasted for several years 
and added to the strength of 
the franc. While only for a 
few years was France’s balance 
of trade favorable, because of 
the influence of the export 
premium, due to a _ lower 
domestic price level in com- 
parison with world prices, 
several invisible items main- 
tained it on the credit side. Receipts 
from Germany on account of reparations 
left France the substantial credit balance 
of approximately $90 millions annually, 
after deduction of her own payments on 
account of war debts to Great Britain 
and the United States. Furthermore, a 
heavy tourist traffic, especially from 
America during the boom years of pros- 
perity, tended to inerease France’s 


foreign credits. Receipts from this 
source in the peak year of 1929 were 
estimated at about $400 millions. 

Being on the gold exchange standard 
and having low interest rates at home, 
the Bank of France and French com- 
mercial banks found it profitable to em- 
ploy these funds abroad, especially in 
London and New York, where better re- 
turns were obtainable. However, in any 
instance where such funds were needed 
at home they had to be transferred in 
the form of gold, due to the old fashioned 
and obsolete structure of the French 
money market. The Bank of France com- 
petes with French commercial banks in 
the discount market at home, and the 
latter as a rule refrain from rediscounting 
with the French central bank. Should 
they need currency, they withdraw 
funds from abroad in form of gold and 
receive the necessary currency from the 
Bank of France against such gold ship- 
ments. This rigid structure explains why 
at the present time the French note issue 
is over 90 per cent covered by gold. 


Paris Attracts Capital 


This strength of the French frane is in 
itself another reason for further increases 
of French credits abroad and additional 
claims on gold. There is always a huge 
amount of international capital seeking 
employment in those international money 
eenters where the return is highest, at 
least under normal conditions. However, 
since London suspended the gold stand- 
ard, followed by its European satellites, 
and with exchange restrictions in almost 
every country, international capital placed 
more emphasis upon safety than on re- 
turn, and the French frane became the 
refuge for such capital despite the ex- 
tremely low rates prevailing 
in the Paris market. We even 
witnessed a campaign against 
the American dollar by ignor- 
ant or mischievous French 
newspapers, and for several 
weeks American dollar notes 
sold at a discount in Paris. 
On the other hand, this large 
amount of capital temporarily 
placed in France (exact estimates of 
which are impossible), carry a danger in 
themselves as they can be transferred on 
demand to other money centers. 

It is a rather academic question 
whether the stabilization of the frane at 
one-fifth of its former parity is a reason 
for the present strength of that monetary 
unit. It can be stated, however, that the 

(Please turn to page 26) 
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Electric Bond Share’s Report 


Bond & Share Company, furnishes 

a rather striking contrast to the 
bulk of earnings statements of public 
utility enterprises as the $25 millions 
profit realized for the year represented a 
decline of nearly 41 per cent from results 
of the preceding year. Computed on a 
per share basis, this decline was aug- 
mented by the increase in common stock 
capitalization resulting from the stock 
dividend policy of the company, per 
share results last year amounting to 
$1.15 as compared with $2.43 in 1930; a 
drop of 53 per cent. In contrast, net 
profits of the electric light and power 
industry declined on an average of only 
_ about 10 per cent while many companies 
identified with this business actually 
succeeded in reporting an increase in 1931 
over the preceding year. Dominating 
factors affecting earnings, therefore, ap- 
pear to lie within the company itself, 
principally at the sources of revenues. 


"Te 1931 annual report of Electric 


Sources of Income 


In common with the greater number 
of holding companies, Electric Bond & 
Share derives its revenues from rendering 
financial, technical and management 
services on a fee basis to affiliated com- 
panies and from its investments in the 
securities of these and other public utility 
companies. The company’s income from 
management contracts has been fairly 
stable during the past two years but as 
the result of declining activity in the 
fields of public utility financing and con- 
struction revenues from these sources 
have been sharply curtailed. From the 
standpoint of income, its choice of invest- 
ments has been a highly important 
factor; of nearly 15 million shares of 
securities now held, over 6 million consist 
of option warrants which pay no dividends 
and which at the present time have a 
nominal value only, 1,634,000 shares of 
non-dividend paying common _ stocks 
and 2,158,236 shares of second preferred 
stock on which dividend payments have 
been suspended. On this latter invest- 
ment, American & Foreign Power $7 
second preferred stock, the company 
received but $3.8 millions in dividends in 
1931 as compared with about $15 millions 
in 1930. The decline in income from this 
single source in 1931 was equal to about 
77 cents per share of Electric Bond & 
Share common and represents approxi- 
mately 52 per cent of aggregate decline in 
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gross for the year. Another reason for the 
sharp decline in per share earnings of the 
company has to do with its policy of 
excluding undistributed profits applicable 
to shares held. 

As the company has an extremely 
favorable operating ratio and has no 
burden of fixed charges, a relatively 
large proportion of gross revenues is 
translated into net profits. In 1930 64 
cents of each $1 of gross was made 
directly available for the common stock 
in contrast to an average for 21 public 
utility holding companies for that year of 
23 cents for each $1 of gross. Of the 
increase of $11.9 millions in gross in 1930 
over the previous year, $8.2 millions, or 
69 per cent, found its way into net avail- 
able for common stock. In a period of 
declining revenues, however, exactly the 
opposite is true. Thus the $21.8 millions 
decline in gross last year resulted in a 
reduction in net available for the common 
of $19 millions—in effect each $1 redue- 
tion in gross revenues resulted in a reduc- 
tion of 87 cents in net for the common. 
A reversal in the trend of gross revenues 
should of course, be reflected to a similar 
extent in earnings available for the 
common stock. 


Investment Losses 


Although Electric Bond & Share is not 
an investment trust in the strict sense, its 
assets, like those of an investment trust, 
are composed of investments in securities, 
the market value of which influences the 
price of the company’s equity stock. At 
the end of 1931, investments which were 
earried at $910.1 millions had a market 
value of approximately $217.9 millions, 
equivalent (after allowing for preferred 
stock at $100 per share) to $10.65 per 
share on the common stock outstanding 
at the yearend, or approximately the 
current price of the stock. At the year- 
end current assets exceeded current 
liabilities by about 14.5-to-1 with cash 
covering total current liabilities by more 
than 31% times. As a result of financial 
operations during the year, however, cash 
and call loans were reduced from $52.1 
millions to $22.7 millions while advances 
to client companies increased from $35.6 
millions to $55.9 millions. 

When the present Electric Bond & 
Share was formed in 1929, investments of 
predecessor companies had a market 
value in excess of $1 billion, although such 
investments were earried on the books of 


the companies at $239.6 millions. These 
investments were transferred to the books 
of Electric Bond & Share at $6388 
millions, or 62 per cent of the then market 
value. In view of the drastic price de. 
clines, the company decided to reduce 
these book values by the amount which 
was added to book values in 1929 and 
further reduce the book value of mis. 
cellaneous securities to December 31, 
1931, market quotations, such reductions 
being charged against capital surplus, 
This change has necessitated a reduction 
in capital liability and the company now 
proposes to change stated value of the 
common stock from $10 per share toa 
par value of $5 and reduce the number of 
common shares outstanding by two-thirds 
by a one-for-three share exchange. This 
will enable the company to transfer 
approximately $124 millions from capital 
to surplus and will permit continuance of 
dividend disbursements on the common 
and preferred shares in compliance with 
legal provisions of New York state, where 
the company is incorporated. The pro- 
posed changes will not alter the position 
of the preference shares and common 
stockholders will continue to own the 
entire equity of the company. The new 
common stock is being traded on a when 
issued basis on the New York Curb Ex 
change and is selling at approximately 
three times the price of the present com- 
mon stock. 


Potential Earnings? 


At current prices, Electric Bond & 
Share common is in more conservative 
ratio to earnings and break-up value 
than at any time since the present com 
pany was formed in March, 1929. While 
the chief attraction of the issue has 
always been that of future possibilities 
present prices appear largely, to ignore the 
“‘orowth factors” in the situation and to 
overdiscount known unfavorable develop 
ments and a retrievement of former 
earning power should follow quickly ay 
pick-up in the general business situation. 
In any appraisal of the intrinsic worth 
the issue it should be borne in mind that 
Electric Bond & Share owns 2,158,236 
shares of American & Foreign Power 
second preferred stock upon which there 
are now back dividend accruals of approx 
mately $22.7 millions, equivalent 
$1.59 per share of Electric Bond & Share 
common. It likewise owns 65,809 shares 

(Please turn to page 31) 
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The Plight of Real Estate Bondholders 


deflation is being checked in 

the security markets and com- 
mercial banking, it is continuing in full 
foree in real estate. The first of each 
month brings another long list of defaults 
on real estate bonds. The list is already 
of such large proportions that it might 
almost be said that the real estate bond 
which is in good standing and in no dan- 
ger of default is the exception rather than 
the rule. The suffering among small in- 
vestors resulting from these widespread 
defaults on real estate mortgage bonds is 
one of the most pitiful aspects of the 
present severe depression. 


there are signs that 


ACongressional Investigation? 


There is an insistent demand for the 
immediate punishment of those who 
ae responsible for this lamentable 
state of affairs. Two resolutions have 
been introduced in Congress calling 
for a thorough investigation of the 
real estate bond situation. The officers 
of a real estate bond company which 
was one of the worst offenders are 
in jail; the heads of another organiza- 
tion, which was at one time one of the 
largest distributors of real estate mort- 
gage bonds, have recently been found 
guilty of using the mails to defraud. 

Itis only right that, where there 
has been fraud and dishonesty, the 
offenders should be punished, and 
it is desirable that there shall be 
sufficient investigation of the ° 
causes, of a non-criminal nature, 
of the prevalence of defaults on 
ral estate securities to assure that 
there will be a general recognition 
of the mistakes of the past which 
will minimize such errors in the 
future. However, the subject has 
ilready been investigated and 
studied rather thoroughly, and 
the causes of trouble in the real 
‘state mortgage bond field may 

summarized as follows: (1) 
Speculative rather than scientifie pro- 
notion of new enterprises. (2) Lack of 
tomprehensive planning and determina- 
tion of the building needs of various parts 
of the country. (3) Serious overexpansion 
and resultant excessive supply of residen- 
tial, office, and other types of buildings in 
many localities. (4) Inflated appraisals 
and (5) excessive construction costs, re- 
Suiting in (6) serious overcapitalization 
of many building projects. (7) Poor 


Workmanship and lack of efficiency in _ 
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building construction. (8) Negligible in- 
vestment by holders of the equity. (9) 
Lack of clear definition of the duties of 
bond trustees and in many eases, their 
consequent inactivity. (10) Secrecy in 
regard to poor earnings, tax delinquencies, 
and non-payment of interest and sinking 
fund instalments. (11) Failure of under- 
writing houses to segregate funds in 
respect to individual properties. (12) 
Excessive fees for underwriting and dis- 
tribution. (13) Unreasonably large re- 
quirements for sinking funds or other 
forms of principal retirement. 

The drastic deflation of the past two 
years has exposed all of these weaknesses 
and errors, and it is only the well located, 
soundly built, conservatively financed 
and well managed properties that are 
coming through this depression without 
defaults. However, the lessons taught by 
the experience of the past few years will 
be of greater value at some time in the 
future, when the next period of major 
expansion in building construction be- 
gins, than at the present time. Prac- 
tically no new real estate financing 
through the issuance of bonds is being 
done at this time, the activities of the 


The fundamental causes of the staggering 
number of defaults on real estate bonds are 
now well known. The present problem is to 
assure that bondholders’ interests will be 
adequately protected in the numerous re- 
organizations which will have to be effected 


over the next year or two 


larger title and guaranty companies and 
mortgage companies being an exception. 
These concerns, which place their guaran- 
tee upon all bonds and mortgages sold 
to the public, have weathered the storm 
because of their conservative policies. 
But with the exception of these concerns, 
which have retained the confidence of the 
public, new financing of real estate is 
being done almost entirely by institu- 
tional loans. 

Thus, the more pressing present prob- 


lem is the readjustment of the financial 

affairs of properties which are now in 

default. Everything possible must be 
done to assure that the bondholders are 
given adequate protection and that they 
realize the largest possible return on their 
investment. Itis unfortunately true that 
the holder of a defaulted real estate bond 
often salvages much less than the reason- 
able minimum. The wide-spread defaults 
have given rise to a new “racket.” 


Swashbuckling Switches 


Many self styled investment dealers 
are persuading holders of real estate 
bonds to switch into other bonds or 
stocks, often by giving the investor a 
much more pessimistic view of the pros- 
pects for recovery on the real estate 
bonds than the facts warrant. During the 
earlier stages of the deflation, many of 
these dealers offered securities of ascer- 
tainable value in exchange, making their 
profits by their commissions on the sale 
of these securities and also, in many 
cases, by taking in the real estate bonds 
at prices below their real market. How- 
ever, the quality of the offerings of these 
artists in the ‘‘reloading game” has de- 
teriorated in recent months, and many of 
the switches which they are recom- 
mending are into ‘“‘securities’” of very 
doubtful character. The favorite 
medium at this time appears to be 
oil royalties of indeterminate and 
questionable value. 

Many other real estate bond 
investors are selling their holdings 
for cash at prices far below their 
intrinsic value. The market for 
real estate bonds is limited and 
there are very few bidders other 
than the dealers who specialize in 
these issues. It is no reflection 
upon the reputable dealers that 
their bids are low, and the spread 
between their bid and asked prices 
large. It must be so to compensate 
for the risks of the business under 
present conditions. However, the bids are 
in most cases sufficiently far below the 
probable eventual work-out value of the 
bonds to make sacrifice by investors at 
current market prices inadvisable. Un- 
fortunate and unforeseen developments 
probably will largely wipe out the bond- 
holders’ equity in some instances, but as 
a general rule, it appears that investors 
who are willing and able to exercise a 
little patience and take their chances on 

(Please turn to page 28) 
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Are the well intended efforts being spent to release money supposedly in hoarding 
likely to accomplish their purpose? In analyzing the status of monies taken out of 
circulation it appears that hiding rather than hoarding is principally responsible 
for this condition 


ceeds last year’s amount by one 

billion dollars, we are led to believe 
that this excess represents hoarding. The 
velocity of trade being lower, we add 
something to this total in crediting 
hoarded funds as amounting to one and a 
quarter billions. There is no reason to 
question the stagnation of trade that 
results from expatriated dollars, but it 
would appear that too much significance 
has been lent to this factor as a major 
eause of our national trade sickness. The 
formation of an anti-hoarding commis- 
sion to encourage the release of frightened 
dollars could accomplish very construc- 
tive results—if the premise upon which it 
was founded was actually true. Hoarding 
is one thing. Hiding is quite another. 
It is to distinguish between the two that 
this study is presented. 

It is going a step too far to attempt to 
fix with any accuracy the amount of 
money in actual hoarding. An increase 
in circulation accompanied by stimu- 
lated trade activity would be taken calm- 
ly. Having suffered a reversal of trade 
activity it is assumed that the difference 
between now and a year ago requires 
adding to the possible hoard if only to 
emphasize the wickedness of the practise. 
There are many other factors that must 
be considered in arriving at an estimate. 
There are huge amounts of money lost 
and destroyed each year. Fires, eartb- 
quakes and sea disasters are a few of the 
contributing factors. There are still 
$573 millions of the old large-sized bills 
in circulation and of this amount it is 
estimated that at least $200 millions will 
never turn up. About $2 millions of the 
old 10, 25 and 50 cent ‘‘shin-plasters” 
issued by the Treasury during the Civil 
War are still outstanding. A small por- 
tion of them can be traced to coin col- 
lectors but the fact remains that the 
Treasury is liable for any money ever 
issued. 


money in circulation ex- 


Sans Banking Accommodation 


The causes for the alleged hoarding 
among former small depositors at the 
banks are too well known. They have 
seen banks fail at an unprecedented rate. 
Some have lost their money by these 
failures, which in turn has caused others 
to lose confidence. There are specific 
eases of some of the smaller towns where 
not a single bank has remained open. 
These have no choice but to hoard unless 
they go to a neighboring community for a 
depository, which is not done in the 
majority of cases because of the deep- 
rooted fears they hold. It sounds big to 
call these unfortunate people unpatriotic, 
but let us not forget that the last hundred 
dollars is the “hoardiest.” ! 

It is principally toward this group that 
the anti-hoarding campaign is directed. 
Silly and sometimes untruthful propa- 
ganda will not get far in changing their 


views and beliefs. The offering of baby 
bonds is to date the most constructive 
attempt made to educate this portion of 
the public in ways and means of safely 
and profitably employing their funds. 
With the sixty-day redemption feature 
as a guarantee against loss of principal 
and with a moderate return on their 
investment, this plan may enjoy a good 
measure of success. The postal-savings 
banks offer the same qualities of security 
and liquidity of funds, and if it were not 
for interfering too seriously with estab- 
lished banking business would undoubted- 
ly have been given greater publicity 
before the present plan of issuing baby 
bonds was adopted. Postal Savings 
deposits reached the huge total of $658 
millions at the end of January against 
$278 millions a year previous. These are 
deposits lost to regular banking channels 
through the loss of confidence. The 
postal savings deposits pay less interest 
than the usual banking institutions and, 
in that the deposits are promptly re- 
turned to the banks, it is evident that a 
willing premium is paid for safety—the 
Government guarantee of deposits. 


Preparing for Emergency 


There are undoubtedly millions of dol- 
lars represented in this form of hoarding. 
Others with whom the subject has been 
discussed are to be considered only partial 
hoarders. They still maintain a good- 
sized deposit at the bank but have taken 
out a portion as a measure of protection 
in case an emergency might arise, prepar- 


ing them to meet it without inconveni. 
ence or a shortage of funds in the Crisis, 
They are following the theory of sgt. 
preservation much as the banks and jp. 
dustry are doing except in the latter Cases 
it is called by the less biting name 
liquidity. 

Let us analyze the status of the various 
classes as to the likelihood to hoard, 
The small fellow has not now or neve 
did have enough to hoard in any serioys 
proportions. The middle classes,who haye 
necessarily lived close to the limits of 
their income, could make up only a small 
portion of the total. The combined jn 
come of wage-earners in the United States 
during 1931 was down to $17,480 millions 
from $23,677 millions in 1930 and $34,487 
millions in 1929. Salaried employes 
showed a drop in 1931 to $7,299 millions 
against $9,232 millions in 1930, and 
$13,101 millions in 1929. The combined 
income of all individuals was lowered to 
$52,446 millions from $65,600 millions in 
1930 and $89,500 millions in 1929. This 
drop of over 41 per cent contrasts with a 
falling off in the net income of industry 
of 30 per cent. There is apparently an 
even greater need for self-preservation 
by the individual than by industry if 
either is to be tolerated and called hoard- 
ing or liquidity. 

The banker appears more concerned 
over the ill-effects of creating a baby 
bond than the constructive results that 
might be brought about. There is weight 
to his claim that such procedure will not 
release hidden funds but will stir up fears 
among present depositors, encouraging 
withdrawals of prevailing deposits. This 
is exactly what is not wanted so far as 
the banker is concerned. While he is 
more than sufficiently liquid because of 
his own hoardings, the situation give 
promise of aggravation rather than relief 


Big Bills Hoarded 


If it were the small individual that was 
solely to blame for the unqualified increas 
in money in circulation we could hardly 
expect to find such healthy increases 
bills of larger denomination as shown 1 
the following table. Most of them neve 
saw (let alone owned) money in such bu 
The status of paper money outstanding 
on December 31, 1931, compared with 
December 1, 1930, is as follows: 


Denomi- Amount in 
nation Circulation 


$488,580,100 


Increase 


38,540,000 
85.340,000 


It can be seen that the favoritism fot 
the larger denominations, ranging 
(Please turn to page 27) 
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FIVE STOCKS 


Averaging 


Under Five Dollars 


is the prime requisite 
to intelligent speculation 


TUDIES which have previously ap- 

peared in Tue Financrat Wortp 

have definitely established the 
potentialities held by groups of low priced 
tocks, When such issues were selected on 
the basis of intelligent appraisal of finan- 
dal position, management, and prospects 
of future business changes. Those issues 
yhich are available in the lower price 
brackets, say at figures of one digit, are 
wldom suitable for income purposes (al- 
though there are necessarily exceptions 
to this statement), but find that their 
meatest attraction lies along the lines of 
probable market appreciation. They are 
necessarily speculative in character, and 
those who purchase stocks of this sort 
should fully realize the nature of their 
commitments. The amount of funds in- 
volved in the ownership of speculative 
weurities should in no ease constitute a 
preponderance of one’s resources; indeed, 
inmost cases it should be limited to a com- 
paratively small proportion of the total. 


Importance of Selection 


With the above tenets in mind, how- 
ever, the investor is warranted in looking 
about him for securities which appear to 
offer probabilities of market appreciation 
of greater percentage proportion than 
that which will, with improvement in 
the general business situation, be seen in 
the “‘averages.”” The problem of selec- 
tion is, of course, one of the most impor- 
tant factors entering into the success or 
failure of such an undertaking. Therefore, 
anumber of tests should be applied to 
those companies whose shares qualify 
thm for consideration from a price 
status. 

Ina period such as the present, the pri- 
\mary consideration is naturally one of 
wlvency and ability to survive any fur- 
ther-period of adverse earnings. Conse- 
quently cash and working capital posi- 
tions should be closely examined; in the 
tase of those companies which have not 
yet published 1931 reports, no issue 


Selection 


should be included unless it 
is possible to ascertain from 
dependable sources their 
approximate year-end posi- 
tion. In the matter of rail- 
road issues, a somewhat 
different problem may arise, 
and here one should have 
assurance that the road’s 
eash needs will be taken 
care of by the Reconstrue- 
tion Finance Corporation, 
or Railroad Credit Corpora- 
tion, if necessary. 


Having now determined 
whether the candidate for purchase will 
survive, it is important to see if it stands 
to benefit by that survival. In other 
words, is the industry in which it is en- 
gaged a decadent one, or does the future 
hold the promise of satisfactory earnings 
—earnings which are materially in excess 
of those now being witnessed? 

While in normal periods of business the 
matter of past record should be given due 
weight, of course, during a time of busi- 
ness stagnancy the record of past per- 
formance assumes even greater impor- 
tance, although it is in itself by no means 
a determining factor. Figures on past 
earnings must be carefully examined in 
‘order to arrive at some measure of future 
earnings possibilities. 

In any situation the factor of manage- 
ment is highly important, and particularly 
is this so in the case of those companies 
which, because of conditions beyond their 
control, have suffered a shrinkage of earn- 
ing power. Thus the question here is one 
of whether the management is of a type 
which will follow aggressive policies in 
order to regain lost profits. 

Naturally, few stocks selling for $5 or 
less are on a secure dividend basis, but 
an examination into past dividend poli- 
cies will often afford a clue as to future 
probabilities, and consequently, from the 
standpoint of speculation, we should look 
with favor on those managements which 


oo 


have been liberal with distributions to 
stockholders when earnings warranted. 

Market appreciation is, of course, the 
primary object in the purchase of specula- 
tive securities. The question of whether 
or not higher than present prices should 
be justified in the future will be answered 
by the fulfilment of the requirements set 
forth in preceding paragraphs. Earn- 
ings, prospects, and (in normal times) 
dividends determine market prices, and 
if profits assume an upward trend and 
give promise of extending their move- 
ment in that direction, we can rely upon 
it that security prices will follow a similar 
path. 


Degree of Marketability 


Degree of marketability is, of course, 
an important consideration. In the first 
place, even though one should purchase 
low priced speculative stocks only for 
long term holding irrespective of transi- 
tory price fluctuations so long as the 
fundamentals remain favorable, one is 
naturally interested in checking up on the 
market progress of his holdings from time 
to time. In the second place, information 
concerning those issues which command 
only an obscure or inactive market is 
often difficult to obtain, whereas in the 
case of the better known issues periodic 
earnings reports and other news will be 

(Please turn to page 31) 
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POSITION OF THE BOND MARKET 


The Outlook for Various Classes of Bonds 
Bond Movements of the Week Analyzed 


— 
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HE most striking results of what 
| might be called the “‘new economic 
policies’’ of the Federal Government 
are to be found in the bond market, the 
recent action of which has been most 
encouraging, as it indicates that the new 
financial legislation is definitely arresting 
deflation. Bond prices have shown a 
steady upward trend since the corner was 
turned in the second week in February, 
and all classes of bonds have partici- 
pated in the rise. The extent of the im- 
provement*in high grade corporation 
bonds is illustrated by the fact that 
Atchison general 4s last week were 
quoted 7 points above their 1932 low, and 
American Tel. & Tel. debenture 5s, 5 
points, Consolidated Gas of N. Y. 4)4s, 7 
points, and Union Pacific first 4s, 6 points 
above their low levels for the current year 
recorded only a few weeks ago. The gains 
shown by second grade and speculative 
bonds, notably those of certain railroads 
which have received loans from the Re- 
construction Finance Corporation, have 
been proportionately large. 
United States Government bonds have 


Edited by GEORGE H. DIMON 


been consistently strong. There have 
been numerous favorable influences in 
the market for these obligations. The 
expansion of the government bond hold- 
ing of the Federal Reserve Banks, follow- 
ing passage of the Glass-Steagall bill 
making government obligations eligible 
for use as backing for currency circula- 
tion, suggests the possibility that the 
Reserve Banks may be heavy purchasers 
over the next few months. However, 
it would appear that the most favorable 
development affecting the market for 
governments is the apparent determina- 
tion of both political parties to balance 
the Federal budget during the next fiscal 
year. The strong sponsorship for the 
proposed manufacturers’ sales tax, a 
radical departure from the country’s 
taxation principles, shows that the po- 
litical leaders are prepared to adopt 
drastic measures, if necessary, to balance 
the country’s revenues and expenditures. 
This promise that the large additions to 
the public debt which are now being made 
will not go on indefinitely has probably 
helped the government bond market more 


than anything else. Of less permanent 
effect was the repayment to domestic 


banks of $150 millions of their participa |- 


tions in the $200 millions Morgan eredi 
to the British Treasury. The greate 


part of the funds thus released was prob- |. 


ably placed in U. S. Government seeuri- 
ties. 

The $900 millions offering of Treasury 
certificates, consisting of $300 millions 
3) per cent certificates of seven months’ 
maturity and $600 millions 334 per cent 
certificates of one year maturity, was 
quickly oversubscribed. These interest 
rates are regarded as attractive, particu- 
larly in view of the probability that the 
Federal Reserve Bank’s easy money 
policy will continue for an _ extended 
period. 

Although large amounts of new bond 
financing have been held in abeyanee, 
awaiting a turn for the better in the bond 
market, the new offerings since the up 
trend in prices started in the last half o 
February have been small in relation to 
the normal amounts usually floated # 

(Please turn to page 25) 


NEW BOND OFFERINGS FOR THE WEEK 


(New offerings aggregating less 
than $1,000,000 are not included) 


Amount Interest Offering 
Name of Issue Offered Date Price 
Black Valley Gas & Electric Co............... mtge. & coll. tr. 5s $2,000,000 A. & O. 91% 
first mtge. 4 14s. 5,000,000 M.& 8. 92 5.0 
Missouri, State of, Road..................... 1948-50... 2.500.000 M.&S. 
South Dakota, State of, ref......... 2,000,000 M.&S. 102.13 
GO. . first & ref. mtge. 5s ““B"...... 1957 5,000,000 JJ. & J. 95 
Ge... gen. mtge. 5s "B”........... 2,000,000  J.&J. 93 5. 4 
Virginia Electric & Power Co................. 4,000,000 M.&S. 95% 
(Exce ort in cases of entire issues called amounts 
called for less than $10,000 are not included) Call Date 
Name of Issue Amount rice Payable 
SS - $30,000 101 April 15, 188 
first leasehold 6s............. 1933-34..... Entire 101 April 1, 
Note: Coupon paying agents or trustees will supply complete lists of bond numbers called for redemption. 
10 THE FINANCIAL WORD 
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First Fifty 


that Bernard Henry Kroger took his 

savings of $722 and opened a grocery 
sore in Cincinnati, paying $40 down for 
the first month’s rent. But no ordinary 
sore was this, for it was destined to serve 
as the nucleus of a chain store system 
which was to spread throughout the 
middlewest. And no ordinary grocery 
chain did it prove to be, for it was the 
frst to bake its own bread, and it was a 
pioneer in the opening of meat depart- 
ments. The same Mr. Kroger, his work 
ended by his resignation from the board 
of directors last year, is now enjoying a 
much earned retirement. His son, Ber- 
nard Henry, Jr., carries on as a director, 
but not as a part of the active manage- 
ment. This is just as it should be, how- 
ever, for over 18,- 


[' WAS just fifty years ago, in 1882, 


Kroger Grocery’s 


Years 


By A. WESTON SMITH, Jr. 


Associate Editor, Tut FINANCIAL 


president. The board’s chairman has 
since resigned by request, and Mr. 
Morrill is now engaged in shaping a legal 
action to recover sums allegedly paid 

in the form of stock bonuses and rights. 
That unfavorable chapter in the com- 
pany’s history is virtually closed and 
Morrill management is firmly seated in 
the saddle. The progress which has since 
been made is clearly reflected in the re- 
cently issued annual report for the fiscal 
year ended January 2, 1932. To say the 
least, the report is one of the most com- 
plete and comprehensible ever issued by 
an industrial company, and it probably 
sets a new standard among those issued 
by the chain stores. By means of map, 
graph and chart it outlines without a 
question of doubt the actual status of the 
company as com- 


800 persons, as 


pared with a year 


shareholders, have 
replaced the senior 
- Kroger as the own- 
‘ers, while those ex- 
ieutives who con- 
- tributed to the com- 
pany’s growth have 
been rewarded with 
the management 
control. 

To the position of 


ago. In his remarks 
accompanying the 
statement, the presi- 
dent gives a search- 
ing review of the 
accomplishments of 
the year as well as a 
clarified statement 
with regard to the 
future. 

The closing of 281 


second only to the 


unprofitable units 


great ‘Great A. & 


during the year and 


P,” in point of 


chain in its fifty years of progress. With 
4874 units, representing a 5 per cent 
decline from the 5,119 stores operated a 
year ago, Kroger compares with 15,000- 
odd units operated by A. & P. and exceeds 
the 3,900-store chain of the Safeway- 
MacMarr combination and the 2,500 
units under the direction of First National 
Stores. Until last year Kroger also was 
second in dollar volume with sales of 
$267 millions, but the merger of MacMarr 
with Safeway gave the latter second place 
with combined sales in excess of $280 
millions. Kroger, therefore, is third to 
A. & P. which is the largest chain store 
‘nterprise in the world with sales sur- 
mounting $1 billion annually. 


Management Difficulties 


Not all smooth sailing brought the 

roger chain to this preeminent position. 
Difficulties peculiar to the development 
of the chain store have beset its course, 
but in addition it has passed through a 
Period during which ‘‘stock-minded” 
management wantonly manipulated ac- 
counts and engaged in other “‘irregular”’ 
Practices. And then they rewarded them- 
sélves with a stock bonus. Strange as it 
may seem two annual reports were pub- 


lished for the year ended December 31, 
1929, one by the chairman of the board 
and the second by Albert H. Morrill, 
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stores, has been the record of the Kroger 


the sharply lower 
retail prices which prevailed was largely 
responsible for the 8.6 per cent decline 
in dollar volume to net sales of $244.4 
millions from $267 millions in 1930. 
Ability, however, to effect a 9.1 per cent 
decline in costs and operating expenses 
made it possible for the company to report 
a 22.7 per cent gain in net income to $2.7 
millions, as compared with $2.1 millions 
in 1930. On a per share basis, earnings 
equalled $1.46 a share on the outstanding 
1.8 million no par common shares, against 
$1.14 a share on the same capitalization 
in 1930. This issue is junior to funded 
debt and preferred stock of subsidiaries 
amounting to $1.3 million and the com- 
pany’s own issue of 814 shares of $100 par 
6 per cent first preferred and 621 shares of 


7 per cent second preferred, also of $100 


par value. 


has plenty of room for improvement along 
this line because the average profit 
margin of a chain store of this type should - 
be at least 4 per cent. 

The balance sheet reflects the improve- 
ment in earnings by a step up in cash and 
equivalent to $7.8 millions, against $6.5 
millions at the close of 1930 and this 
enabled a gain in the current ratio to 4.27 
to 1 as compared with 3.13 to 1. Asa 
result net working capital now stands at 
$20.7 millions, against $19.5 millions. 
During the year inventories were reduced 
to $16.4 millions as compared with $19.9 
millions, and this simply indicates that 
the company was able to increase its 
turnover of merchandise. During 1931 
inventories were turned over 14.8 times, 
against 13.4 times in 1930. This is a high 
rate of turnover in chain store mer- 
chandising, and means a lessened amount 
of inventory losses. 


Current Sales Lower 


The further decline in retail food prices, 
17.7 per cent since a year ago, has not 
been especially helpful this year. For the 
eight weeks ended February 27, 1932, 
Kroger reported sales of $16.7 millions, 
against $19.5 millions in the same period 
of 1931, for a decline of 14.5 per cent. 
This chain like Sears, Roebuck and a few 
others is committed to the so-called 
“thirteen months” calendar, and its 
reports are made at four-week intervals. 
Should the decline be extended, it might 
be interpreted as an unfavorable indicator 
of the first half-year’s earnings for it is 
questionable if the company could im- 
prove its margin of profit sufficiently to 
offset so large an amount of lost sales. 
Further monthly reports should be 
watched carefully. 

Another unpleasant development in 
this situation is the possibility of a 
further extension of anti-chain store tax 
legislation. Mr. Morrill, who is also presi- 

dent of the National 


The improve- 
ment as indicated 
above is evidence of 
a strengthened mar- 
gin of profit. In the 
past fiscal year 1.1 
cents of each dollar 
of sales went to net 
income while in the 
previous year only 
8 mills of each sales 
dollar was profit. 
This is real progress, 


Chain Store Associ- 
ation, is amply cog- 
nisant of the threat 
against the progress 
of the chains for he 
says quite pointedly 
that ‘‘anti-chain 
legislation does 
threaten the chains’ 
narrow margin of 
profit and the price 
to the consumer 
(Please turn to 


but the company 


page 25) 
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AND BEARS 


These reviews 
The ratings “A,” “B," “C," “D," used in 


were written immediately preceding closing time of this issue 
this department, are taken from THE FINANCIAL WORLD'S Appraisal of Listed Stocks 


American Locomotive 4 = 


The broadening out of its scope of opera- 
tions should help American Locomotive 
during the coming period when there will 
likely be sparse buying by the railroads. 
Its subsidiary, Aleo Products, Ine., has 
received orders for 1,000 tons of riveted 
steel tunnel lining to be used in the 20- 
mile aqueduct, known as City Tunnel No. 
‘2, under construction between Yonkers 
and Brooklyn, N. Y. This company is 
also developing a new oil cracking process 
from which much is expected in adding to 
the diversity of its operations. 


American Rolling Mill sees possibilities 
in the application of its products to sheet- 
steel houses being erected. 


American Safety Razor 4 “C+” 


There are two sides to the policy of buying 
in company stock with surplus eash, for 
if it is not timed right or a market is mis- 
judged it can carry greater penalties than 
benefits. American Safety Razor found 
the need for reducing its dividend from 
$5 to $3 because of reduced earnings. 
The balance sheet statement brings out 
the facet that a reserve of $499,006 was 
set up to reduce marketable securities to 
year-end prices and another $80,614 
similarly to reduce corporation’s own 
shares. Foreign exchange losses to Sep- 
tember 30, 1931, increased these losses by 
$65,153, or a total of $644,773, which is 
equivalent to $3.23 on the 200,000 shares 
outstanding. Considering these items as 
of a non-recurring nature, it can be seen 
that earnings have a good opportunity for 
a sharp comeback with the advent of 
normal conditions. With current assets 
of $3.5 millions, of which $1.6 million is 
eash and marketable securities, and only 
$330,717 of eurrent liabilities, a more 
liberal dividend policy would have been 
permitted. The uncertain outlook and 
increasingly keen competition demanded 
conservation of cash resources. 


American Smelting took a book loss of 
£3.2 millions on unsold metals. 


American Telephone 4 7“ 
Loyalty of employees helped American 
Tel. & Tel. considerably last year for sales 
by this group totalled $42.6 millions, 
nearly half of all revenue from stimulated 
sales. The number of telephone stations 
sold in 1931 was 870,000. Reporting 
five cents earned over the $9 dividend 
earried a partially cheerful story, but it 
must be recognized that this was on the 
average number of shares outstanding 
during the year rather than the number at 
the year-end, and if computed on that 
basis only $8.93 would have been shown. 
Earnings in the last quarter amounted to: 


12 


$2.05 a share, which on an annual rate 
would amount to only $8.20 a share. A 
shrinkage of operating revenues of $28 
millions taken with an increase of $4 
millions in taxes and $10 millions in de- 
preciation shows expenses decreased $29 
millions. Employees are to be required to 
take off a day a month without pay in the 
current year, and it is on these additional 
savings that the dividend depends. 
Without them, the earnings would not 
cover the present rate which was promised 
as safe so long as earned. 


Auburn shipped 1,406 cars in February 
against 2,508 in January and 4,094 in 
February, 1931. 


Beech-Nut Packing 4 “B+” 


The earnings of our leading corporations 
eannot dodge the effects of dull business, 
but as the balance sheets come to hand 
there are few that do not show a materi- 
ally strengthened position. Beech-Nut is 
in that class. After writing down plant 
the usual 10 per cent, cash increased 30 
per cent, marketable securities mounted 
157 per cent, and a new item of treasury 
stock appears, carried at $316,417. With 
all this the earned surplus for the year was 
up about 4 per cent over last year. 


Reduction of the Bendix dividend came as a 
surprise and was not well taken in the Street. 


Bohn Aluminum 4 “C+” 


A substantial adjustment of metal in- 
ventories at the year-end reduced the 
earnings of $2.59 a share reported for the 
nine months to 84 cents for the full year 
1931. The cash position of the company 
suffered as well, for with $1.2 million in 
municipal bonds and cash a year ago, 
only $154,250 in cash and $306,417 re- 
mained in the latest balance sheet. 
There was no other action possible under 
the conditions but to pass the dividend 
until earnings can be improved. 


Cannon Mills has advanced prices of its 
lines from 3 to 10 per cent. 


RATING CHANGES 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Financial 
World Appraisal ratings up to date. 


Amer. Machine & Metals.D toD+ 


Bohn Aluminum......... B+ to C+ 
Burroughs Adding Mach.B+ to B 

General Foods..........A to B+ 
Schulte Retail Pfd.......C toD+ 


Case, J. I. 4 “C4” 


One of the likely storm centers of any 
Senatorial investigation on market manip- 
ulation, Case refuses to revert to normal 
marketability in harboring a large short 
interest. The company has a little cover. 
ing of its own to do as shown in the last 
balance sheet, for over 63 per cent of 
current assets were made up by reeeiy. 
ables and only 3 per cent by cash. While 
these bills are undoubtedly good, they 
ean hardly prove other than slow collec 
tions under prevailing farm conditions, 
What is needed more than anything else 
is a strengthening of grain prices so that 
debts can be cleared and some small 
measure of buying take place. 


Chrysler shipments in the first two months 
exceeded those of the same period of last 
year. 


Electric Auto-Lite 4 


Now is the time for all efficient corpora- 
tions to come to the adjustment of their 
tax problems. This is more prominent 
in reports now being issued than in years. 
Pride had dictated swallowing losses in 
earlier periods but now full allowance is 
being taken in divulging depreciation in 
investment portfolios. Electric Auto- 
Lite reports a tax payment of $7,849, 
accounting for Canadian taxes only. 
No provision was required for Federal 
taxes because of adjustment of reserves 
for decrease in value of marketable 
securities of $393,686. Net profits of 
$3.9 millions were equal to $4.03 a share 
against $5.32 in 1930. 


Electric Storage Battery earned $3.05 and 
built up marketable securities from $14 
million to $5.5 millions. 


General Electric 4 sg 


It was estimated in this column at the 
turn of the year that General Eleetrie’s 
earnings would be about $1.35 a share; 
this was confirmed in the recent official 
report which placed earnings two cents 
below that figure. The net for the final 
quarter was only 26 cents a share, which 
oceasioned little surprise in finding the 
dividend reduced to a basis that would 
conform to present earnings. It was 
necessary to dip into surplus last year for 
$7.8 millions to maintain the dividend 
schedule. The new $1 rate appears rer 
sonably secure in being covered at all ina 
period such as experienced in the last 
quarter of 1931. This rate is the equiv 
lent of the payments on the old stock be 
fore the second four-for-one split. Sales 
for last year dropped to $263 millions from 
$376 millions. 


Graham-Paige had a net loss of $4.7 mil 
lions after one of $4.9 millions in 1930. 


THE FINANCIAL WORLD 


sag 


= 
~ 
it 
hast = in 
forelg 
mar’ 
sales 
Her 
\ 
net 
a 
The 
je - 930. 
How 
| 
Wit 
Due 
outs 
red 
gee 
Ye 


Foods 4 “B+” 


ith a reduction of less than 5 per cent 
ig net earnings in 1931 from 1930, reason 
ito be found for the increasing popular- 
wrof the stock. A net of $18.1 millions 
ompares With $19.0 millions in the pre- 
eding year, or $3.44 a share against $3.63. 
his was after charging foreign exchange 
isses to operations and a special reserve 
igs been set up against depreciation in 
reign assets. Another reserve of $1.3 
ili was created to cover the drop in 
natket values of investments. The stock- 
older list has doubled in the past two 
vars, and the present total of over 
#000 owners feel that a yield of 8 per 
wat is attractive with the amount of 
wverage Shown in a year as poor as 1931. 


Deine in dollar sales rather than volume 
ales is responsible for small reduction in 
net for Grand Union. 


Hershey Chocolate 4 ea” 


Yet sales reduced from $38 millions to 
30 millions did not. prevent Hershey 
Chocolate from reporting an increase in 


yet income which was $7.6 millions 
gainst $7.5 millions in the preceding 
war. After allowing for participating 
povisions of the $4 preference stock, 
his would equal $8.73 on the common 
omparing with $7.89 in 1930, when 
lividends had to be paid on the 6 per cent 
preferred stock that has since been retired. 
The company is to be commended for 
showing a drop in operating costs from 
$30.3 millions to $21.7 millions. A yield 
odfnearly 8 per cent is contradictory to the 
glendid showing made and is inviting 
good buying. 


Houdaille-Herschey took the shock out of 
he 1930 deficit with net of $226,232 last 
year. 


Inter Business Machine 4 - 


Without interruption, the record of in- 
eased income for the past ten years 
stands for International Business Ma- 
chines. The 1931 net of $7.4 millions 
exeeeded the $7.3 millions shown in 1930. 
Due to a larger number of shares presently 
outstanding, per share earnings show a 
reduction to $11.08 against $11.53 but on 
the same number of shares the last quoted 
aamings would only have been $10.98. 


THE FINANCIAL WORLD'S 


A WELL BALANCED 
INVESTMENT PORTFOLIO 


Group % 
I...... Sound Bonds ......25 
Il.... Sound Preferreds 25 
Sound Common Stocks . .25 
IV... Speculative Securities ...25 


Such a portfolio affords diversi- 
fication, satisfactory income, and 
speculative opportunities. It may 
be regarded as the soundest general 
investment program. 


The company is introducing a new elec- 
trical machine which multiplies at speeds 
averaging four times faster than any 
mechanical method now in vogue. The 
outlook for business machines may appear 
dubious, but so long as economies can be 
introduced sales will be made. This is 
the theory that has been behind the 
repeated success of the company. 


Operating economies by Ludlum reduced 
losses to $100,000 from $433,000. 


Mack Trucks 4 “C+” 


Extraordinary charge-offs augmented 
the net loss of $3 millions shown by Mack 
Truck. In reducing inventories by nearly 
$6 million and accounts receivable by 
$3.3 million, most of this change is trace- 
able to an increase in cash of $1 million 
and a new entry in the balance sheet of 
$3 million in U. S. Government securities, 
The stagnant state of the truck business 
will explain the low price level to which 
the stock has descended but with current 
assets other than cash and _ securities 
valued at only 28 cents on the dollar, some 
recognition should be given to the de- 
preciation of these items by the company 
itself. 


Macy will likely report a 20 per cent drop 
in net income for 1931. 


Maytag A = 
A drop in sales from $14.5 millions to 
$9.2 millions was responsible for Maytag 
having its net cut in half. Paying no 
dividends on the common in 1931 did not 
prevent a deficit of $257,455 after pre- 
ferred stock payments. Foreign exchange 


losses amounted to $60,314. The com- 
pany maintained a strong financial condi- 
tion with current assets of $5.4 millions, 
of which $3.3 millions represented cash 
and marketable securities against current 
liabilities of only $686,180. 


McLellan Stores increased net 40 per cent 
despite a drop of 8.7 per cent in sales. 


Monsanto Chemical 4 “B+” 


That small army of companies able to 
improve earnings last year found another 
recruit in Monsanto Chemical, which 
showed net profits of $2.98 a share against 
$1.70 in 1930. A significant improvement 
was also shown in the cash position, which 
increased from $777,051 to $1.1 million. 
Gross profits were increased 17 per cent 
while expenses were down 9 per cent for 
an improvement of 34 per cent in operat- 
ing profits. 


New Management set-up in Montgomery 
Ward notes recent improvement in business. 


National Dairy Products 4 “B+” 


The new fad in biscuit baking that re- 
quires only the placing of the prepared 
dough in the oven has been added to the 
varied activities of National Dairy. The 
Kraft Phenix division has taken over the 
distribution of Ovenready biscuits, which 
are now sold principally in grocery and 
delicatessen stores. It would not be im- 
practical to supplement this distribution 
by delivering these canned biscuits with 
Sheffield milk wagons in making their 
route. The seasonal characteristics of 
the old line business needed some such 
stimulant in dull periods and much is 
expected of this new line. In approaching 
its best season an improvement in earn- 
ings is generally expected. On the present 
rate of payment better than an 8 per cent 
return is offered and the coming earnings 
report should show the $2.60 dividend 
covered. 


The directors of Otis Elevator are expected 
to push the “‘down’’ bution at the coming 
dividend meeting. 


Penick & Ford 4 “Ba” 


The virtual elimination of export business 

for a part of last year cut heavily into 

earnings which were reduced to $2.50 
(Please turn to page 24) 


CORPORATE EARNINGS BAROMETER 


Current Future 
Earnings Earnings 
Comm ared Com pared 
Year Ago Present 


Amusements 
dAntomobile, Passenger pe 
Automobile,Commercial 
Chemicals .........D 
'Yarm Equipment..... 
Fertilizer 


*Changed from last week, see page 4. 


Current Future 


Earnings Earnings 
Compared Compared 
With a With 
Year Ago Present 


Electrical Equipment 
OFood. Companiés..... 
€Leather and Shoes... 
Machinery and Tools . 
x Merchandisers. ..... De 
GOffice Equipment 
Public Utilities ..... 


Current Future 
arnings Earnings 
Compar mpa: 
With a With 
-Year Ago 


Railroad Equipment. 

QTire and Rubber. . . 


+ 


@ Seasonal trend. 


EXPLANATORY NOTE: This tabulation is prepared on the basis of conditions existing at the present time, and future presentations will 


be revised as warranted by developments. 
present as a base. 


The left hand indicator shows by its 


of corporate earnings as compared with their respective positions one year ago. 
rar "iE his indicator attempts to answer the question, how will conditions in the near term future compare with the present’ 


sition above or below horizontal (or neutral), the current status 
he right hand indicator is a forecast of future earnings, using the 
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ECENT Federal Reserve  state- 
R ments indicate that the amount 
of currency outstanding is showing 
a contraction at a time when normal 
changes are upward, furnishing one more 
reason for the belief that the backbone 
of the hoarding mania has been broken. 
Greater confidence in the banking situa- 
tion inspired by the various measures 
which have been instigated to strengthen 
the credit structure, has unquestionably 
played an important part in the return 
flow of currency, to a much greater extent, 
probably, than the appeal of the govern- 
ment to bring money out of hiding and 
return it to the banks or invest it. 
Whether or not the government’s plan 
to sell an unlimited amount of bonds of 
small denominations for the obvious 
purpose of drawing out hoarded funds 
will meet with the success anticipated, is 
questioned by some observers who feel 
that the bulk of such purchases will be 
made by small investors obtaining funds 
for the purpose by drawing on their 
bank accounts. If this proves to be the 
ease the net result will be the same as if 
the government offering were taken up 
by the banks originally. Irrespective, 
however, of how successful the movement 
will prove in returning currency to circu- 
lation, one result will be to focus the 
attention of investors on so called baby 
bonds of less than $1,000 units. 


Babies Net New 


Bonds of small denomination are by no 
means a development of recent origin, de- 
spite the fact that many investors are prone 
to think of bonds in $1,000 multiples. 
Numerous leading corporations with 
funded indebtedness have in the inden- 
tures securing the various issues, provided 
for multiples of $100 and $500 inter- 
changeable at will. These baby bonds 
provide an excellent opportunity for the 
small investor with a limited amount of 
funds to invest his capital safely and 
conservatively to obtain a yield in excess 
of that afforded by the usual savings 
media. It is possible to make selections 
at this time among issues of high invest- 
ment standing, currently selling at sub- 
stantial discounts from parity where in 
addition to a satisfactory current return, 
the prospect of moderate enhancement of 
capital is secured as such issues approach 
eall prices or parity in reflection of further 
improvement in confidence. Savings 
banks deposits have increased at a rapid 
pace in the last two years, due in large 
measure to the fact that those who would 
ordinarily invest that portion of their 
eapital above a certain amount have 
sought the ultimate in safety, being con- 
tent with the smaller yield obtainable in 
the knowledge that the full amount of 
their principal could be obtained upon 
demand. The restrictions placed upon 
the investment of savings banks funds, 
and the fact that a good portion of their 
assets are in low yielding government 
bonds, limit the return to depositors be- 
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BABY BONDS 


.... for the Small Investo; 


low what can be obtained by investing at 
the present time directly in sound corpo- 
ration bonds. The tendeney which has 
been noted recently toward lower rates 
on savings accounts will likely have the 
effect of directing increased attention 
toward the opportunities available in the 
bond market, particularly in view of the 
recent improvement in sentiment oc- 
casioned by the strengthened credit 
situation. 

Since safety of capital should be the 
primary consideration for the person who 
is just beginning to build an estate, high 
grade bonds should be given first atten- 
tion after a satisfactory reserve has been 
set up to take care of emergency needs 
which arise from time to time. When a 
backlog of sound investment securities 
has been created, the investor may then 


‘turn his attention to other fields which 


afford the prospect of capital enhance- 
ment in reflecting the earnings growth of 
progressive and well managed corpora- 
tions. Events of the past few years have 


probably done more than any amoun} 
of preaching to drive home the wisdom 
of this policy. To meet the requirements 
of the small investor who is desirous of 
investing his surplus in sound obligations 
a list of high grade issues, which are ayajl. 
able in denominations of $100, has been 
compiled in the appended tabulation. Ip 
all instances the issues are selling at 
discount from parity, so that in addition 
to a satisfactory current return, the jn. 
vestor receives the benefit of moderate 
capital enhancement as these bonds ap. 
proach maturity. The group as a whole 
affords a good degree of diversification 
among companies which have demon. 
strated their ability to earn interest m 
quirements by ample margins, including 
the last two years of curtailed business 
activity. The positions of the respec. 
tive companies in their industries, finan. 
cial strength and past records would 
seem to dispel all measure of doubt r- 
garding the intrinsic soundness of their 
bonds. 


FIVE HIGH YIELD BABY BONDS 
Time Fixed 

Recent Yield Chgs Ear. 

Price Current Net 1930 1931 

American Pr. & Lt., deb...... 6s 2016 80 7.5 7.5 1.70 = *1.61 
American Tel. & Tel, deb..... 5s 1960 98 5.1 5.12 6.10 6.31 
6s 1940 92 6.5 7.3 2.02 1.48 
Northern Pacific, ref......... 5s 2047 76 6.6 6.6 2.17 1.60 
5s 1953 89 5.6 5.9 10.49 710.01 


*12 months ended Sept. 30. 
Earnings of Parent Co., Drug, Inc. 


— 
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Should the Capital Gains Tax 
Be Changed? 


ROM a disturbed subscriber comes 

the urgent plea to protest against 
Congress interfering with the present 
capital gains tax. He holds it is unjust 
to deny taxpayers the privilege of de- 
ducting losses, when in periods of pros- 
perity Uncle Sam compelled them to pay 
into his treasury, part of the profits 
earned by the growth of capital. A 
change in any tax, while in the process 
of change, results in temporary disad- 
vantages to some one, but that is less im- 
portant to consider than whether the 
change is constructive or otherwise. 
The capital gains tax has been about as 
bad a tax as any which could have been 
devised, and to it can be traced in no 
small measure a certain responsibility for 
the prolongation of the bull market as 
well as the severity of the subsequent 
market decline. Directly due to this 
particular tax, a great many people re- 
fused to sell their securities in the boom 


years, for they could not see themselves 
paying a large part of their profits to the 
Government. We know of an instant 
where a subscriber had a capital gain 1 
one investment in a large utility of mor 
than $1 million and, when urged to tum 
at least half of it into cash, said: “What! 
Pay about $200,000 in taxes?” Yel, 
three years afterward more than thal 
had been deducted by losses. Declines! 
the market have been acutely accenttr 
ated in the past two years by sales made 
to establish losses, for then the t 
worked for the benefit of the taxee I 
stead of the tax collector. It would be 
far better for the stability of investmel! 
values if such an uneconomical levy as the 
capital gains tax were entirely eliminate’ 
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corporations for 1931 seldom in- 

spires any enthusiasm. Except for 
a few successful enough to run counter 
to the general downward trend, the net 
results as disclosed present a drab show- 
ing. As a composite portrait of a trying 
year to industry as a whole, they reveal 
that the gaunt spectre of depression 
spared few from its ravages and showed 
little favoritism. These reports are also 
q revelation in recording that, whether 
they follow the ascending arch or a re- 
ceeding one, extremes pursue a deadly 

el. Each in its turn is over empha- 
sized when the books are balanced at the 
end of the yearly period. The books 
themselves may be cold calculating re- 
cords of the results, but behind the 
numerals there feelingly run the hopes 
and the disappointments they reflect. 


T= reading of annual reports of 


This is but human nature. When 
it deals with good times it leans 
strongly toward putting emphasis 
on the plus side of all favorable as- 
pects: on earnings, valuations and 
prospects. If the situation is re- 
versed, an exaggerated shade of 
blue is put on the very same items. 
It may be called window dressing 
to suit the existing conditions. 


A 


N MOST of the annual reports now 

making their appearance we are 
getting the worst side of the picture, and 
unless one is qualified and equipped to 
dissect the items composing assets, lia- 
bilities, earnings, and charge offs, the 
probability is that the figures will incline 
him toward a distorted view of the actual 
facts because in such a bad year as 1931, 
the inclination is exceedingly strong to 
revise everything as drastically downward 
as they did upward in 1929. 


If some of these reports, and they 
include quite a number, are sub- 
jected to a microscopic inspection, 
more than a glint of sunshine may 
be found shimmering behind the 
deficits reported. This is self evident 
in strengthened cash positions, and 
it is in this item of a report that 
a corporation’s strength or weak- 
hess is often to be found. 


A 


PROM that angle some very interesting 
inferences strikingly come forth. 
One of these is the strong inclination to 
clean house in so adverse a period as 1931 
Proved to be. As long as the showing 
could not be good, then it could not be 
made much worse by throwing into the 
bag all the cast off items which were car- 
ted along in the more prosperous years. 
An old plant could be charged off entirely. 
Jepreciation write-downs could be more 
eral. Losses in capital items or securi- 
ties could be deducted instead of amor- 
Drastic treatment of such items 

gone far in increasing corporations’ 
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deficits for 1931. 
If stockholders 
will take these 
factors into con- 
sideration in 
digesting the 
annual reports of their companies, the 
showings they have made will not ap- 
pear as bad as they seem if accepted 
literally. 


Another impelling factor urging 
corporation executives to do away 
with everything in their balance 
sheets, capable of final interment 
is that such action enables them to 
start with a clean slate. Then 
when recovery actually sets in, net‘ 
incomes will gain much faster than 
gross receipts from sales, 


A 


(oe over the annual reports, in 
many instances we find that Federal 
taxes have not decreased in the same 
proportion as have net incomes. If there 
were a uniform system of accounting 
there would be less discrepancy between 
these two items. This may not be due 
to any intent to cover up anything but, 
often results from latitude allowable in 
deductions. In one instance, a corpora- 
tion though earning a fair amount of net 
profits, showed but a small final sum be- 
cause it was permitted to charge against 
its earnings unusual losses and deprecia- 
tion charges. Another corporation elected 
to take a large loss on its security hold- 
ings, thereby considerably reducing its 
tax payments. What occurred in these 
two instances, legally and _ properly, 
serves only as an example of what has 
occurred with other corporations which, 
unable to earn any dividends, found it 
very much to their advantage to liquidate 
as much of the undesirable items from 
their financial structures as they could. 


Another incentive urging such a 
course of action is our unsound tax 
system, which permits deductions of 
capital losses, and thereby urges ac- 
ceptance of them in times of stress; 
on the other hand, where they show 
gains the tendency is to withold 
sale, thus saving the payment of 
additional taxes. To what extent 
this phase entered into the year’s 
poor showing cannot be estimated 
but it must have contributed a 
significant share of it. 


a 


HOULD 1932 mark the recovery of 
industry from the depths into which 

it descended in 1931, many encouraging 
surprises should follow the current poor 
annual reports, since they will have es- 
tablished a base of comparison that will 
make even a small gain in business stand 
out prominently. In the past year most 
corporations have stripped themselves of 
all unnecessary encumbrances, and these 
latter will not absorb subsequent profits. 


Present 
Opportunities 


Fixed rates of income at which 
funds can now. be employed 
for a period of years, are very 
high in contrast with rates of 
| , recent years. 


There are many unusually 

attractive opportunities avail- 
' able at this time for conserva- 
' tive investment in bonds. 


Some of these opportunities 

are listed in our pamphlet 

“Investment Suggestions.” 
Copy on request. 
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Corporation 
The Chase National Bank Building 
60 Cedar Street, New York 


Uptown Office 
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Large or Small Orders 


Executed with the same courtesy and careful attention. 
We have a special department for Odd Lots. 


Helpful booklet K-9 on Trading 
Methods sent free on request. 
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THE BACHE REVIEW 
Facts and Opinions Condensed 


Readers of the Review are invited to avail 
themselves of our facilities for information 
and advice on stocks and bonds, and their 
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without obligation to the correspondent. In 
writing please mention The Bache Review. 
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the progress of the economic de- 

pression over the past year, particu- 
larly as to its effects upon the metal indus- 
tries, the sharp drop in profits of American 
Smelting & Refining Company was not 
unexpected, or surprising in its amount. 
This company is the world’s largest 
smelter and refiner of non-ferrous metals, 
doing a large custom business on toll and 
also ranking as an important producer of 
the principal non-ferrous metals. Its 
strongly entrenched position and con- 
servative management policies are in- 
dicated by the record of 31 years of con- 
tinuous payment of dividends on its 
preferred stock and of 27 years on the 
common with the exception of about two 
years following the 1921 depression. 


T: THOSE who have been following 


Sharp Drop in Output 


The annual report to stockholders opens 
with the statement that, ‘The year 1931 
was even less profitable than the poor 
year of 1930, and for the same cause— 
the general business depression.”’ To in- 
terpret this succinct summation of the 
situation in terms of the underlying fac- 
tors in the company’s business, it is only 
necessary to tabulate the output of 
metals and the average prices of these 
metals for the past two years, and to 
point out that as a general maxim of 
business it may be stated that in periods 
of rapidly declining prices and business 
volume it is practically impossible for 
even the most efficient management to 
reduce operating and other expenses at a 
compensatory rate so as to maintain 
profits in better ratio than volume. 


Metal output last year, compared with 


1930, was as follows. 


1930 
1,760,702 
85,515,993 


1931 
1,454,774 
65,125,555 
363,507 
271,825 
53,486 


Copper (tons) 
Zinc (tons) 


In all cases except gold these figures 
include a substantial amount of metal 
treated for the account of others, in which 
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American 


1931 Operations 


Severe Decline 


Revealed in 
Earnings 


By 


Cc. BAILEY 


Editorial Staff, 


Tue FINANCIAL WORLD 


work it is the object to maintain a manu- 
facturer’s margin between the prices at 
which the ore is taken in and the prices 
at which the metals extracted are sold. 
Nevertheless, the severe declines in metal 
prices have constituted an important 
handicap upon regular operations in addi- 
tion to causing substantial inventory ad- 
justments against profits and against the 
metal stock reserve. The following table 
of averages shows the extent of these 
price declines (gold remaining constant 
at $20.67 per ounce as fixed by law): 


1932 
(Feb.) 
30.136 

3.712 

5.965 

2.817 


1930 
38.154 

5.517 
12.982 

4.556 


1931 
28.700 
4.243 
8.116 
3.640 


Silver (c per oz.)..... 
Lead (c perlb.)...... 
Copper (c per Ib.).... 
Zinc (c per lb.)....... 


Combining these two tabulations (ig- 
noring the prices for February of this 
year) gives a striking picture of the de- 
cline in value of production against which 
the company has had to contend. While 
these figures do not represent gross reve- 
nues, since they are based upon produc- 
tion instead of sales, they are the closest 
approximation that can be secured from 
the published reports. 


GROSS VALUE OF PRODUCTION 
1930 1931 
(000) (000) Decrease 
$36,453 17% 
43 
44 
62 
36 


48% 


$244,481 


Reported net income on a eash basis, 
that is, before bond interest and book- 
keeping charges (depreciation, obsoles- 
eence and depletion, and write-down 
of inventory of excess metal stocks), 
amounted to $11.3 millions, compared 
with $21.4 millions in 1930. This decline 
of 47 per cent is very close to the theo- 
rectical decline of 48 per cent in value of 
production as figured above. After de- 
duction of the interest and bookkeeping 
charges, net last year was $874,976, a 


decline of 92 per cent from the 
$11,098,751 of 1930. On & per 
share basis this net was equal 
to $1.75 on the $7 preferred 
leaving a deficit of $13.12 o, 
the $6 preferred and of $209 
on the common. 

For a number of years the 

company has followed the 
practise of carrying inventories 
in two categories. The go. 
called minimum normal stocks, 
which are considered as a per. 
manent part of the busines, 
are valued at the close of the 
year at lower of cost or market 
and the fluctuations are deb 
ited or credited to a special 
metal stock reserve account 
appropriated from surplus, 
These changes thus have no effect upon 
earnings of the current period. The 
excess metal stocks over and above 
normal requirements of the business are 
handled in the usual way and are written 
down by a charge against current earm- 
ings. For 1931 the normal stocks were 
written down through the metal reserve 
account by $4.3 millions, and the excess 
metal stocks were written down through 
earnings by $3.2 millions. 


Metal Stocks to Be Held 


The management states that there is 
no intention to dispose of present excess 
metal stocks at current low prices and 
that if they are held until the return of 
more normal prices, the metal loss written 
off in 1930 and 1931 will be substantially 
regained in some subsequent year. 

On a strictly cash basis, earnings last 
year were slightly more than adequate for 
the interest and dividends paid and the 
decline during the year in cash resources 
was approximately equal to the total 
expenditures for investments and im- 
provements of $4.2 millions. About 8b 
per cent of this amount was invested in 
the Mt. Isa lead properties in Australia, 
the enlargement of the mill at Buchans, 
Newfoundland, and the completion o 
the zine plant at Rosita, Mexico. Total 
current assets at the close of the year of 
$71.0 millions were more than 5.5 times 
current liabilities, and net working ¢apr 
tal was sufficient to have taken care of the 
outstanding funded debt of $35.6 mik 
lions and leave a balance of $22.8 millions 
There were no bank loans outstanding, 
and cash and Government bonds total 
$20.9 millions. 

Surplus account was reduced by divr 
dend payments of $7.5 millions in exces 
of earnings, by an additional appropri 
tion to the metal stock reserve of $L/ 
million and by a special charge of 
millions which was used to make redut 
tions in the property account over 42 
above the regular depreciation and deple 
tion items. The net result was a decline 
in surplus from $37.5 millions to $234 
millions, and indicated book value a 
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per 31, 1931, was equal to $48 per 
jare of common, compared with $57 at 
ihe close of the previous year. 

Despite the continued difficulties of the 
neal industries and the fact that even 
ihe present 50-cent dividend rate on the 
qmmon can not be considered secure, 


v 


there can be little question but that the 
long term outlook for the company is 
favorable and that current levels for the 
stock are absurdly low in comparison 
with the asset position of the company 
and the long range prospects for future 
development. 


Quick Action on Railroad Loans 


HE Interstate Commerce Commis- 

sion has acted with unusual speed in 
passing upon the applications of railroads 
wking financial assistance from the 
Reonstruction Finance Corporation. 
The bill creating the Reconstruction 
finance Corporation was not signed by 
President Hoover until January 22; the 
tal of railroad loans under this act, 
proval of which has been announced 
jy the I. C. C., is already $53.6 millions, 
ad this total will doubtless be augmented 
in the near future by further authoriza- 
ions. Under the terms of the legislation 
vtting up the Reconstruction Finance 
(orporation, applications by railroads for 
ans from this body must have the 
approval of the Interstate Commerce 
(ommission, and the Commission is also 
directed to stipulate what security shall 
ie pledged for the advances. 

One of the most interesting aspects of 
the operations of the Reconstruction 
nance Corporation to date is to be 
fund in the very clear evidence of close 
operation between this body and the 
ither emergency credit corporation grant- 
ig special loans to the railroads, the 
failroad Credit Corporation. The latter 
ganization was set up by the railroads 
themselves to administer the freight 
rvenue pool created by surcharges 
ganted by the Interstate Commerce 
(mmission in its decision in the 15 per 
nt rate increase case. The surcharges 
vat into effect January 4 and are 
stimated to have yielded about $4.5 
uilions for January, which is, because of 
wasonal influences, a month of low earn- 
ings for most roads. However, the Rail- 
wad Credit Corporation has approved 
tan applications amounting to $21.8 
nillions. As the freight revenue pool does 
wt have sufficient funds as yet to cover 
wvances to the railroads of that amount, 
tissues loan certificates. These certifi- 
fates are assigned to the Reconstruction 
Finance Corporation, which, with the 
‘pproval of the Interstate Commerce 
Commission, advances the funds. When 
the Railroad Credi: Corporation has 
«cumulated suffi- 
tent funds from 
ie freight sur- 
charges to permit 
on those 
‘proved loan ap- 
Dlieations, remit- 
lanee will be made 
othe Reconstruc- 
tion Finance 
Corporation, and 
the loans trans- 
to the Rail- 
wad Credit Cor- 
boration. 

The following 
bans have been 
‘pproved by the 
Interstate Com- 


sion, and most if not all of the advances 


have already been made by the Recon- 


struction Finance Corporation: 


Authorized Part 

R. F. CO. Eligible 
Loans for R. C. C 

Ala., Tenn. & North... $275,000  ....... 
Chic. & Eastern Ill.... 3,629.500 $76,500 
Chic. & North West... 7,600,000 7,171,300 
Central of Georgia.... 1,418,700 206,687 
Minn., St. P.&S.SM. 2,300,000 486,000 
Missouri Pacific. .... « 
Missouri Pacific...... 2,800,000 2,800,000 
Mobile & Ohio....... 785,000 785,000 
N. Y., Chi. & St. Louis 9,300,000 2,600,000 
St. Louis, San Fran... 2,805,175 2,805,175 
Southern Railway.... 7,500,000 3,585,000 
Western Pacific. ..... 2,102,000 1,303,000 


The Railroad Credit Corporation is em- 
powered io grant loans only for the pur- 
pose of meeting interest requirements on 
the railroad companies’ funded debt; the 
figures in the right-hand column repre- 
sent that part of the loans applied for 
which ‘has been or is to be used for meet- 
ing interest payments. The Railroad 
Credit Corporation may not make loans 
to companies in receivership; thus, the 
Wabash is not eligible. On the other 
hand, the scope of the powers of the Re- 
construction Finance Corporation is 
broad; the latter may lend to railroads or 
receivers of railroads for the purpose of 
meeting interest or principal maturities, 
and other purposes, even including that 
of new construction. The Pennsylvania 
Railroad is applying for loans at the rate 
of $5 millions monthly to finance con- 
tinuance of its New York-Washington 
electrification, and the New York Central 
for a loan of $7 millions for completion of its 
west side improvement program south of 
the Thirtieth Street yardsin NewY orkCity. 

It is to the advantage of the railroad 
companies to transfer, as soon as possible, 
whatever portions of their loans are eli- 
gible from the Reconstruction Finance 
Corporation to the Railroad Credit 
Corporation. The former charges 6 per 
cent interest, while the latter charges 
only the current rate of the New York 
Federal Reserve Bank for rediscounts, 
which is 3 per cent. Due precautions are 
being taken to 
assure that the 
Reconstruction 
Finance Corpora- 
tion will not de- 
velop into an 
eleemosynary in- 
stitution. The rate 
charged on rail- 
road loans, 6 per 
cent, is well 
above the cost of 
the money to the 
Treasury, and the 
Interstate Com- 
merce Commission 
has been strict in 
its collateral re- 
quirements to the 


railroads. 
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Odd Lot trading furnishes 
you the means of buying the 
exact number of shares in as 


many companies as you de- 
sire. 


| You will receive the same 

careful, courteous attention 
whether you buy ten shares 
or a thousand shares. 


For safety, counterbalance 
your holdings—buy Odd Lots. | 


Odd Lot trading is 
fully explainedin 
our booklet F.W. 517 


100 Share Lots 


John | 


Members 
New York Stock Exchange 


39 Broadway New York 
Branch Office—11 West 42nd St. 


Start Of Big 
Bull Market? 


Send for FREE Bulletin FW M-12 


American Institute of Finance 
260 Tremont Street, Boston, Mass. 


No worry over default in bond in- 
terest, no fear of dividends being 
passed—by investors in the Profit 
Sharing Bonds of CREDIT SERVICE, 
NC., one of the leading Industrial 
Banking Institutions in the country. 


Yi 


“Hard Times” materially increase the 
steadily growing volume of business 
of this humanitarian service for de- 
serving borrowers of small personal 
loans. 
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This year, more foresighted investors 

than ever before will reinvest a 
oodly proportion of their surplus 
unds in this safe, liberally yielding 

sooty Mail coupon for interesting 
ata. 


CREDIT SERVICE 


ASSOCIATES, Inc. 
Graybar Bldg. New York 
ADDRESS 


F,W.-3-16-32 
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4 Adams Millis — 


The Stocking 


@ How is it that one hosiery 
company can maintain earn- 
ings while many others are 

operating at a deficit? 


ESPITE the continuance of busi- 

ness depression during 1931, 
Adams-Millis Corporation, the 
largest producer of popular priced hosiery 
for men, women and children, was able to 
maintain its enviable earning record, un- 
equaled in the entire hosiery industry. 
Net earnings per share of common after 
preferred dividends for the year 1931 were 
reported at $4.72 as against $4.83 in 1930 
and $4.82 in 1929. This accomplishment 
assumes greater significance when con- 
sideration is given to the fact that during 
this period competitors could hardly eke 
out any profit at all, and the industry it- 
self was passing through the painful proc- 
ess of adjusting productive capacity to 
prevailing consumptive demands. 


Managerial Ability 


A large measure of credit for the suecess 
of Adams-Millis Corporation is due its 
management, which is responsible for the 
efficient operating and merchandising 
methods presently in force. In its mills, 
located in North Carolina near the source 
of its principal raw material, cotton, and 
with plenty of relatively cheap labor 
available, the company manufactures on 
a mass production basis all kinds of low 
priced hosiery. Machines are run on day 
and night shifts, thus requiring less ma- 
chinery for the same amount of output 
and shortening the useful life of the 
machinery in terms of years (not of work- 
ing hours), and thereby accelerating the 
process of substitution by more modern 
and‘ up-to-date machinery. These oper- 
ating methods also make for a more rapid 
turnover of inventory which is further 
curtailed by modern merchandising pro- 
cedure. The bulk of the company’s 
products is manufactured ‘‘on order,” 
and therefore purchase of raw material 
is mostly done to fill orders already re- 
ceived. This has a further advantage 
in that inventory losses on account of 
declining raw material prices are reduced 
to a minimum. : 

About 80 per cent of the total annual 
output of over 60 million pairs goes to 
chain store systems including: F. W. 
Woolworth, S. S. Kresge, S. H. Kress, 
McCrory Stores, F. & W. Grand-Silver, 
J. J. Newberry, McLellan Stores, Metro- 
politan, G. C. Murphy, and Neisner Bros. 
Mail order houses, department stores and 
large jobbers account for the balance. 
This system of distribution keeps sales 
cost down to a minimum compared with 
those companies which sell to retailers, 
or have their own retail outlets, or sell 
from house to house. Furthermore, the 
company has virtually no advertising 
expenditures as it manufactures individu- 
al-house brands for its various customers, 
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who do their own advertising. This fac- 
tor increases its advantage over its com- 
petitors whose advertising budget an- 
nually consumes a large portion of gross 
revenues. The public’s desire for lower 
priced merchandise, which is accentuated 
during periods of economic stress, has 
helped the demand for the company’s 
products and as it has been supported by 
good quality of merchandise, it is likely 
to persist even with the return of more 
prosperous times. Compared with other 
enterprises in the textile industry, the 
salary schedules for executives and officers 
are reasonable and there is no bonus of 
any kind distributed to officers and em- 
ployees. 


Stable Earnings Record 


Organized in its present form in 1928 
as a consolidation of several mills con- 
trolled by the same interests which are 
now at the helm of the company, Adams- 
Millis’ history has been one of steady 
growth. After all charges, including de- 
preciation and taxes, the record for the 
company and its predecessors for the last 
six years is as follows: 


Times 

Net Earned Share of 

Year Profits Pfd. Div. Common 
a $557,275 4.54 $2.56 
Sern 706,582 5.76 3.52 
779,313 6.36 3.98 
909,329 4.82 
906,035 7.39 4.83 
858,746 7.01 4.72 


Dividend disbursements on the com- 
mon in the aggregate for the past six 
years amounted to about 50 per cent of 
the amount of net earnings available for 
distribution. This conservative dividend 
policy has enabled the company to finance 
its expansion program out of earnings and 
to retire one of its senior stock issues. 
Early in 1931 the balance of the out- 
standing second preferred stock, amount- 
ing to $192,000, was retired. At the pres- 
ent! time total capitalization consists of 
17,500 shares of $7 first preferred stock 
and 156,000 shares of common stock. 
There is no funded debt. The December 
31, 1931, balance sheet revealed a good 


financial position with current assets of 
$2,829,000 against current liabilities of 
$654,000, or a ratio of 4.3 to 1. Cash and 
marketable securities alone were $1,896, 
000, or approximately three times total 


current liabilities. The securities held in 
the company’s portfolio are represented 
by $1,042,000 in U. S. governmental 
obligations, $745,000 in bonds of the State 
of North Carolina and $22,000 in listed 
securities. 

The preferred stock selling at around 80 
affords a yield of about 8.8 per cent, 
while the common shares at current prices 
of about 30 offer a yield of slightly more 
than 6.7 per cent from their present $2 
dividend. 


v 
Economic Boycott Tabooed 


HE demand of a well meaning group 
of college professors to enforce an 
economic boycott on Japan, or on any 
other country engaged in a war that may 
not be just to our liking, has not aroused 
much enthusiasm. This is but natural, 
considering our haste in the last war, 
which was largely encouraged by the out 
givings of sentimentalists. Economic boy- 
cotts engender harsh feelings, and there 
is nothing which will breed wars more 
quickly. Whatever our sympathies in the 
troubles in the Far East, they do not 
justify a step that eventually would 
operate to our harm. There are other 
ways for people to help the cause 1 
which they are interested. 
An economic boycott would not prove 


successful, since trade does not follow | 


the flag of patriotism; other means are 
always found for the boycotted countnes 
to get what they need, and when war 
over they turn from the countries that 
have endeavored to boycott them. In 
the World War we thought we had boy- 
cotted Germany, but she got what she 
wanted by importations through the 
Scandinavian countries and other friendly 
Powers with which we were at peace. 
We needed cavalry horses ourselves, and 
secured them from Spain. All of which 
shows how futile boycotts are. 
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Public 
Utility 
Notes 


The Public Utility 
Commissions Commission of the 
As State of New York has 
Counsellors just issued a rather 


lengthy statement on 
the stockselling operations of the small 
natural gas companies which have re- 
cently been formed for the purpose of ex- 
ploiting the newly discovered gas reserves 
in the state. While the Commission 
points out the lack of investment merit of 
the securities of these companies, it goes 
astep further in stating that the develop- 
ment of such natural gas projects might 
work to the serious disadvantage of long 
established companies supplying manu- 
factured gas in this area. Public utility 
commissions as yet have been vested with 
no specific powers to pass upon the invest- 
ment merits of public utility securities, 
but there appears to be a growing convic- 
tion among the various state legislators 
that there is a need for such supervision, 
and the coming years may witness exten- 
sion of authority of the Commissions to 
this field. While such jurisdiction might, 
in certain instances, protect the public 
fom “Blue Sky” operations it could 
easily hamper the normal flow of new 
capital to legitimate enterprises. In the 
final analysis, there is little in the opera- 
tions of a public utility commission or the 
character of personnel to warrant the 
assumption that these bodies are pos- 
sessed with a superior investment judg- 
ment. 


Plans which have been 


Dissolution formulated looking to 
For reorganization of Tri- 
Tri-Utilities? Utilities Corporation 


have been subject to 
considerable revision during recent weeks, 
first due to receivership of Peoples Light 
& Power, a subsidiary, and sale of a 
number of its properties to satisfy bank 
loans and later, the loss of Federal Water 
Service to New York banking interests. 
loss of these two important properties 
laves Tri-Utilities with little tangible 
assets, and it has been reported from 
authoritative sources that plans for reor- 
ganizing the company have definitely 
ben abandoned. New York bankers 
who have acquired a number of public 
utility properties during the past few 
months through foreclosures have in- 
dicated that these will be turned over to 
thelarger public utility holding companies 
4% soon as financial arrangements have 
been completed. 


Despite the unfavor- 


Public able conditions obtain- 
Utility ing in the capital mar- 
Maturities kets for securing new 


funds, the majority of 
Maturing obligations of public utility 
‘ompanies have been taken care of thus 
fr in 1932, either through payment or 
substitution of an issue bearing a higher 
‘upon rate. Issues which have been 
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allowed to default have been, in the main, 
securities of obscure traction companies 
which have been in financial difficulties 
for a period of years. The larger issues 
which mature during the month of April 
follows: 


Date of 
Maturity, Amount 


Company Issue 
Dom. Pwr. & Trans. Co... 1 st 5s Apri 1 $4,932,000 
East St.t{Louis & Sub. Co.. coll. 5s April1 7,997,000 
Chic., No Shore & Mil... coll. 6s April1 2.000,000 
Electric Public Ut ities.. 6% notes Aprl1 3,000 009 
Mid'and United......... 414% notes April 3 917,000 


Jamaica Water Supply 


A Water first gold 514s, due 
Bond For January 1, 1955, cur- 
Investment rently selling at 93 to 


yield close to 6 per cent 
appears to be of sound investment grade, 
and worthy of consideration for inclusion 
to a diversified list for income purposes. 
The issue which is outstanding to the 
amount of $6 millions constitutes sole 
funded debt, and is secured by a first 
mortgage on the entire property of the 
company carried on the company’s 
balance sheet at $9.9 millions, after de- 
preciation. The company has been serv- 
ing the greater part of the fourth ward of 
the Borough of Queens (Long Island) of 
the City of Greater New York with water 
since 1887, present service extending to 
several cities and villages adjacent to 
Jamaica on Long Island. The company’s 
business has been little affected by the 
depression, gross of $1,644,782 in 1931 
comparing with $1,624,861 in the pre- 
ceding year. Amount available for bond 
interest rose from $649,142 in 1930 to 
$716,872 last year, fixed charge coverage 
amounting to 2.00 and 2.13 times, re- 


spectively. 
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Readjusting the 
Building Trades 


NE of the main obstacles which con- 
fronted the building industry even 
prior to the collapse in new construction 
was the exorbitant wage level which 
prevailed, held to no small extent as one 
of the reasons for the general default in 
real estate mortgage obligations. Wages 
being one of the principal costs of build- 
ing, they became a dominant factor in 
making it necessary to exact high rentals 
for profitable operation. This led to 
many cancellations of leases when the de- 
pression began to be felt, for high rents 
cannot be paid when rentors find them- 
selves with curtailed incomes. In the 
past few months workers in the construc- 
tion industry have come to realize that if 
a revival in their business is to take place 
it is incumbent on their part to reduce 
the cost of labor to a fair basis, and in 
different sections of the county they are 
gracefully accepting wage cuts. By so 
doing they are making it possible for the 
industry to readjust itself to the current 
conditions. 


Idle Money 
NEVER Earned 


a Single CENT 


— but money invested in Associated 
Gas and Electric Company 8% Eight 
Year Guaranteed Gold Bonds (par- 
ticipating conditionally to 10%) 
yields initially 84%. 7% paid im- 
mediately on partial payments, and 
on full payments to March 15 when 
8%7% interest begins. 

Earnings, after prior charges, ap- 
proximately nine times interest 
requirements after depreciation. 
Available in registered form in de- 
nominations of $10 and multiples, 
and in bearer (coupon) form $100, 
$500 and $1,000. 


See your security dealer, bank 
or write for Circular C-123 


General Utility Securities 
Incorporated 


61 Broadway New York City 


Complete 
Brokerage Service 


Orders for bonds and 
Stocks solicited 


GOODBODY & CO. 


Members New York and Philadelphia Stock 
Exchanges and New York Curb Exchange 


230 Park Ave. 


115 Broadway 
New York 


New York 


Branch Office 
1424 Walnut Street, Philadelphia, Pa. 


| 


Bear Market Over? 


Babson’s 
Reports 


and the famous 
BABSONCHART 
38-48 Babson Park, Mass.— 


OUR BOOKLET 


‘Stock Exchange Service 
for the Small Investor’”’ 
Sent upon request 


ODD LOTS 


will receive the same careful 
attention as 100 share lots. 


M. C. Bouvier & Co. 


M. C. Bouvier 
Member of N. Y. Stock Exchange since 1869 


R.A.Coykendall J.G.Bishop 
Member . 
New York Curb (Asso. ) 


20 Broad St. New York 
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WALL 
CHATTER 


By a Customers’ Man 


No 
Bites 
As I sit watching this market day after 
day without any business coming my 
way I sometimes regret that I did not 
stay down South for a longer period. 
The blooming Hibiscus flower always 
inspired me more than a driving snow- 
storm. My experiences while fishing 
down there also remind me of such 
markets. There was a captain on one of 
those $30 a day boats who had a reputa- 
tion for consistently bringing in the 
dolphin and sail fish for his customers. 
We engaged his boat fora day. The fish 
were not biting. He chummed for them 
and threw most everything over to the 
fish except the smart varnished rods he 
gave us to hold and hope with. He tried 
everything to make it as inviting as 
possible for our finny friends. They 
were on a hunger strike. We came in 
empty handed. Here is a market with 
stocks selling at a fraction of their true 
value, yielding as high as 10 per cent with 
reasonable security and money to be bor- 
rowed for one quarter the rates of two 
years ago. But no bites. We went out 
the next day on a $3 boat, bait and 
handline included and got a catch that 
was a catch. Fishing is not much differ- 
ent from trading in stocks. You can 
not force activity. The trouble is that 
instead of chumming, most houses are 
throwing depth charges out in their 
market letters that create a lack of 
decisive action scare away prospective 
customers. And they wonder why busi- 
ness is bad. 


Trucks 
on Rails 


Tuere is little consolation due to the 
railroads for the lackadaisical manner in 
which they have attempted to meet truck 
competition. It is a far ery now to claim 
that every possible advantage was given 
to the motor trucks who were using the 
public highways for their traffie and paid 
only a disproportionate share of the taxes 
for maintenance and repair. There were 
things the truck offered that the railroad 
simply refused to tolerate in rendering 
service, and patronage naturally went 
where service, convenience and low costs 
prevailed. A -more determined and 
aggressive attitude has recently taken 
hold that gives promise of a restoration 
of a good part of the lost business. A 
more equitable basis of taxation is under 
consideration. More than this, the rail- 
roads are diligently applying themselves 
to their problem with a good prospect of 
some real accomplishments. A few days 
ago a motor-driven vehicle with pneu- 
matic-tired wheels flanged like those of a 
railroad car traveled the 408 miles from 
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Miami to Jacksonville on the Seaboard 
Air Line tracks in 378 minutes for an 
average speed of 64.39 miles an hour. 
Present trackage can thus be utilized for 
lighter and shorter runs with real con- 
venience and economy. A little more of 
this constructive thinking and planning 
for the future will relieve the rails of 
many of their present burdensome 
problems. 


Insurance 
Protection 


Wu EN it was agreed upon by the national 
convention of Insurance Commissioners 
that security valuations be compiled as of 
a stipulated date June 30, 1931 rather 
than at prices prevailing at the year end, 
there was considerable question surround- 
ing the advisability of this decision. 
There is substance to their contention 
that recent depressed price levels did not 
represent true values and might present a 
false picture, but those are the realities 
that most others were forced to face. Sev- 
eral companies have gone contrary to the 
ruling and have presented the figures 
both ways. One of these is the Insurance 
Company of North America. Their 
report is not likely any worse than the 
average in that they have so publicized it. 
It shows the assets of the company 
decreased $17.8 millions last year based on 
year-end prices whereas security valua- 
tions would have actually increased $15.2 
millions if the convention basis were 
employed. I would like to send my cus- 
tomers their monthly statements on the 
latter plan. 


Banking 
Jewels 


N Ew York’s Fifth Avenue is as 
symbolie of jewelry as Wall Street is of 
securities. The largest and most exclusive 
jewelry shops are nearly all located there. 
Their business in these times has been 
none too good because of lax buying. A 
prominent bank that is also located on 
Fifth Avenue has done the major part of 
its business with the jewelry trade. They 
have always proved to be good risks for 
there was plenty of collateral that could 
be called on in ease of a default on a note. 
That is where the rub comes in. There 
have been so many defaults lately and the 
only means of payment has been in stock 
of trade that the bank is loaded up with 
more jewelry in its vaults than most of the 
largest establishments on the avenue. 
It is a serious problem, for this wealth is 
unproductive and it looks like a far day 
before any real recovery can be expected 
from this type of luxury trade. If any 
of your banking friends begin putting on 
the dog with new jewels, you'll know 
how, but don’t tell them who told you. 


Rich 

Uncle 
Tan acute shrinkage of many estates 
between the time of their valuation fo 
tax purposes and the date the taxes were 
due is demanding the attention of tax 
officials who see the need for a change jn 
the laws. There have been several] Cases 
where the tax has exceeded the current 
market value of the inheritance. Collec. 
tion of the tax would, in such cases, mean 
confiscation of the entire estate and 
require an additional payment to meet the 
deficit. The late Nelson Robinson, who 
spent the greater part of his life at the 
Stock Exchange as a member of Homans 
& Company, left his entire estate. of over 
$6 millions to his niece. His securities 
included 4,430 shares of Chicago & North. 
western valued then at $502,805, but are 
now actually worth about $40,000, 
There were also 6,042 shares of Electric 
Bond & Share valued at $338,370, but 
now commanding a price of only $60,000, 
These are typical of the holdings at the 
time of his death a year ago and bring 
out the unfair position that the heirs 
are left in because of a faulty tax ruling, 
These cases are becoming so frequent 
that an early change will have to be 
made or fortunes will be turned over to 
the Government unjustly. 


Word 
Savers 


Ir OCCASIONED no end of surprise to 
many to find Calvin Coolidge coming out 
firmly for the free spending of money. 
Whatever his views on spending are, he 
has lost none of his laconic qualities. His 
brevity and conciseness were amply 
demonstrated in the column which he 
recently wrote for the press. With so 
much time on his hands it was expected 
that he might become more loquacious. 
In contradiction thereof is one of his most 
recent acts. A ‘‘Who’s Who” publisher 
sent him a proof_of a thumbnail biography 
for any necessary correction. IJt was 
promptly returned with the notation 
K.—C. C.” 


Crossed 
Wires 
Gerarp Swore and Bernard Barueb 
are close friends who strive for a practical 
joke on each other when the occasion 
offers. When calling on the telephone, 
Swope will have himself announced as 
Mussolini, Ghandi or Borah as the spirit 
moves him. Baruch, recently, was told 
by his secretary that President Hoover 
was on the wire. With a sly wink, the 
name Swope came to his lips. ‘Hello, 
you big cheese,” said Barney on picking 
up the phone. The startled voice on the 
other end came back, ‘‘ Did you say cheese 
or chief? This is President Hoover.” 
‘“‘T said cheese to you, Swope,” was the 
reply. Did Swope laugh when Baruch 
told him of his predicament on finding 
that it really was President Hoover to 
whom he was talking? 


Selected 
Clientele 


Ons of the large houses in the Street 
was finding the need for building up its 
list of clients. A selected list of ba 
presidents, chairmen of corporatio® 
boards, industrial giants and wealthy 
individuals was utilized for the circularr 
zation. The returns were slow in coming 
in and when totalled up amoun 
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read the circular matter while waiting in 
the outer office to interview the in- 
dividual to whom it was sent. Their 
message was appealing to Ford drivers 
though addressed to the owners of seven- 
passenger multi-cylinder Lincolns. 


oily two new accounts. To determine 
the cause of the failure of the campaign 
it was decided to frankly question the two 
that did respond. One was a janitor, 
who found the circular matter in a waste 
basket. The other was a salesman who 


Board Room Brevities 


Or Gossip the Customers’ Man Hears 


Tue real wealth of the United States rose from $260 billions to $264 billions in 1931. 
_.. William Fox, former head of Fox Film, has regained part of his fortune in the 
market and may start producing pictures again. . . . Stock quotations are to be sup- 
plied to passengers on the air lines. . . . Japan blames Washington for barring Mor- 
gan credit of $50 millions. . . . 


A PRONOUNCED increase in foreign buying of stocks is noted. ... The pool in 
Union Carbide has some good stories to tell. . . . Sears, Roebuck has been awarded 
the contracts for construction of the reproductions of Washington’s historic home 
Mount Vernon in Prospect Park, Brooklyn and Federal Hall (where Washington was 
inaugurated) for Bryant Park in New York City. . . . Canadian Pacific might be 
merged with Canadian National Railways. . . . American, British and French 
governments are as one in an endeavor to revive markets. . . . Alfred E. Smith is 
no longer writing his column for a New York daily because he objected to a pay cut. 
... Eastman Kodak has developed an improved film through discovery of xenoc- 
vanine (not a typographical error). . . . China is ready to order 400 airplanes from 
United Aireraft. . . . Bonded whisky in government warehouses shrunk 14 per cent 
during 1931. . . . David Lamar, ex-Wolf of Wall Street, is seen regularly downtown 
in these bear-hunting days. .. . 


Gx Southern States are busily engaged fighting cigarette bootlegging with ‘their - 


border patrols. . . . General Electric has a new 6-watt incandescent lamp to com- 
pete with Neon sign lighting. . . . Business has been so dull that floor traders can- 
not find room to get into the smoking room of the Exchange. . . . The Rockefellers 
have as big a stake in the new Consolidated Oil (Sinclair-Prairie) as in some of the 
old-line Standard Oil companies. . . . RCA is picking up many of the withering 
radio tube manufacturers to use their trade names. . . . S. Parker Gilbert, Morgan 
partner, attended a recent meeting of the Federal Reserve Board. . . . The Philip- 
pines will be granted their liberty in 19 years—1951. . . . 


CHICLE is going to retire 10,000 shares that were acquired in the open 
market. . . . One hundred thousand foreign workers in Mexico surrendered jobs to 
citizens under new edict. . . . The pool in Mohawk Carpet is brushing the dust 
under the corner of the rug. . . . A 15 per cent increase in consumption of cotton 
by Japan is regarded as related to Shanghai gesture. . . . Standard of Indiana 
effects 10 per cent wage cut on April 1 in all seriousness. . . . Gimbels of Philadelphia 
have advanced payment of a half-million in taxes to the city before the regular date 
of payment. . . . Wall Street is betting that Von Hindenburg will be reelected. . . . 
: oot is taking Omnibus for a ride. . . . Sing Sing prison has a peak population of 
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Exranprva activity is looked for in Air Reduction. . . . Used car sales financed 
last"year ran 300,000 ahead of new car sales. . . . Penick & Ford is being bought 
down New Orleans way. . . . Ocean voyages can now be taken on margin—the same 
a Columbus did. . . . Telephone employees were told that extra vacations without 
pay are coming and not to object. . . . The national headache permitted Bromo 
Seltzer to report an increase in earnings. . . . Unfavorable weather has hurt crops 
and trade in the Southwest. . . . A market come-back is being attempted in Inter- 
national Combustion by an old friend of the stock. . . . Imports of coal are making 
It hard for domestic producers during the mild winter. . . . Japanese agents are 
buying large quantities of Mexican beans—not the jumping variety. . . . Radio set 
‘xports were up 47 per cent last year... . 


= orders are being taken on a cash basis only—that is why they are so 
Scarce. . . . The Child’s experiment in free-for-all eating only proved that the public 
Wants three desserts instead of one. . . . The Street feels that President Hoover still 
two good aces up his sleeve in the anti-trust laws and prohibition. . . . Former 
ford bank clerk accused of embezzling $4,630 stabs himself 71 times—$65 a stab. 

-+ « New Haven Times, McFadden paper, in hands of receiver. . . . Western Electric 
give employees three weeks’ vacation, two with pay and one without. .. . 
ely advertised goods have not declined in price in proportion to unadvertised 
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DO YOU 
hold these stocks? 


HE position of the stocks listed below is dis- 
cussed in our current Stock Market Bulletins, 
copies of which will be sent to you free of charge. 
Should you buy, hold or sell the following securities? 


Electric Bond & Share 
General Motors 
Niagara Hudson 
Mathieson Alkali 


Sears Roebuck 
General Foods 
Kroger Grocery 
Bendix Aviation 


Best & Co. Commercial Solvents 

United Corp. Montgomery Ward 

J.C. Penney Diamond Match 

Commonwealth & National Dairy Products 
Southern Chrysler 

Air Reduction American Can 


First National Stores 


Simply send your name and address and the 
Bulletins discussing the above mentioned stocks 
will be sent to you without cost or obligation. Also 
= nn book called ‘‘Making Money in 

tocks.” 


INVESTORS RESEARCH BUREAU, INC. 
Div. 333, Chimes Bldg., Syracuse, New York 


AVING systematically is one reason why 

sO many people are financially success- 

ful. You, too, can “get the habit’’ of sav- 

ing regularly by subscribing to our monthly 

instalment shares. Write for descriptive 
literature and convince yourself. 


SERIA BUILDING LOAN AND 


SAVINGS INSTITUTION 
195 Broadway-170 Fulton St.-162 West Broadway, N.Y.C; 


Make 


Now, it’s easy 
to chart the 
high, low 


Business and University 
experts have planned 2 

special stock chart forms. 
close and 


Surer Stock 
Profits 


to 300 times surer than acting on one 
Send $3.00 for20 sheets of 
each form with complete instructions 
on how to chart stocks. Business 
Charting Institute, Oak Park, Ill. 


NEILL-TYSON, INC. 


Investment and Trading Counsel 


366 Madison Ave., New York City 


Return this advertisement with your name and ad- 
dress and we will enter your subscription to our 
weekly bulletin, ‘‘The Trend of Stock Prices,’’ fer 
one year. At the end of one month you have the 
option of cancelling, or remitting $24, the full sub- 


scription rate for 52 issues. F3-16 


V Never parched or toasted N 


Camels are always fresh 
CAMEL 


RAIL 


EXPERT COMPARES 


New York Central 
with 
Pennsylvania 


An exhaustive and convincing analysis of 
New York Central’s past and present oper- 
ations, and discussion of future outlook. 
Prepared by a former railway official as 
one of a series of 50 analyses of important 
railroads for leading financial institutions, 
investment trusts, insurance companies, 
etc. Copies available now for general 
distribution. Price $10.00. 


Railroad Analyses 
Dan N. Bacot, Engineer-Editor 


25 Broad Street, New York, N. Y. 
21 
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DIVIDEND MEETINGS THIS WEEK 


MONDAY, MARCH 14 


Aetna Insurance, Hartford, 
Cincinnati Union Stock Yard 
Columbus Delaware & Marion 


Home Insurance, N. Y. 
Interbanc Investors 


Investment Foundation Co. 


National City Bank, Cleve- 
n 

Northern R. R. (N. H.) 
Rockville-Willimantic Light- 


ing 
Standard Safe Deposit, N. Y, 


TUESDAY, MARCH 15 


Baker (J. T.) Chemical 
Berland Shoe Stores 
Boston Sand & Gravel (Pfd. 


Cincinnati Street Rwy. 
Commerce Investments 
Consolidated Chemical In- 
dustries 
Credit Utility Banking Corp. 
(Class B) 
Farmers & Merchants Na- 
tional Bank, Los Angeles 
Trust 


Lehigh & Wilkes-Barre Coal 

Lehigh & Wilkes-Barre Corp. 

Massachusetts Bonding & 
Insurance 

Transfer & Stor- 


age (Pfd.) 
National Share Corp. 
Northern Trust, Chicago 
Northwestern National In- 
surance, Milwaukee 
Ohio Brass (Pfd. & Com.) 


Sloan & Zook Producing 
Sweets Company of America 
Tacony-Palmyra (Pfd.) 
Western New York Water 
Young (J. 8.) Company 


WEDNESDAY, MARCH 16 


Addressograph-Multigraph 
American Dredging 

American Type Founders 
Baltimore & Ohio R. R. 
Central Power Co. 

First National Bank, Balti- 


more 
Franklin Process 


Magor Car Corp 
Mitchell (Robert) 
Morris Plan Company, N. Y. 


THURSDAY, 


Allied Telephone Utilities 
Bakelite Corp (Pfd. A.) 
Brooklyn Trust (N. Y.) 


New York Title & Mortgage 
New York Trust, New York 
Norwich Pharmacal 

Ohio Electric Mfg. 

Ohio Loan 

Otis Elevator 

Pacific Southwest Realty 
Pennsylvania Salt Mfg. 

Read (C. A.) Company 
Southern Counties Gas 
Stahl-Meyer, Inc. 

Standard National Corp., 


Towel Manufacturi 
U.S. Guarantee, N. Y. 
Weinberger Drug Stores 


MARCH 17 


MacAndrews & Forbes 
Magma Copper 
Massachusetts Lighting Cos. 


Calaveras Cement McCrady-Rodgers Co. 
ial Discount, Los Metropolitan Gas & Elec. 

Angeles (Pfd.) Micke oo by Food Products 
Fulton Trust, New York Inc. (Pfd.) 
Georgia Power & Light Personal Loan & Savings 
Jamaica Water Supply Bank, Chicago 
Kansas City Gas Twin Dise Clutch 
Keystone Steel Wire Worthington Ball 

FRIDAY, MARCH 18 
Bayuk Ci Johnson Iron Wks. 
Cudahy Packing Tubize-Chatilion Corp. 
SATURDAY, MARCH 19 

Central Hudson Gas & Elec. Jameson Coal & Coke 

(Pfd. & Com.) Lane Company, Ine. 


MONDAY, MARCH 21 


Brooklyn-Manhattan Transit 

Dixon (Joseph) Crucible 

Gotham Hosiery (Pfd.) 

Haughton Elevator & Ma- 
chine 


Lawyers Mortgage, N. Y. 


St. Joseph Stock Yards 

State Street Trust, Boston 

Travelers Insurance, Hartford 

Union & New Haven Trust 

Woodward & Lathrop Com- 
pany 


TUESDAY, MARCH 22 


Gimbel Bros., Inc. 

Hershey Chocolate 

Keystone Teléphone Co. of 
Phila (Pfd.) 

Lane Bryant (Pfd.) 


Lehigh & Hudson River Ry. 
Link Belt. 

Norfolk & Western Ry. (Pfd.) 
Port Huron Sulphite & Paper 


WEDNESDAY, MARCH 23 


General Public Service 


Philadelphia Electric 


Illinois Commerciai Tele- Prudence Company Inc. 


phone (Pfd.) 
New York Investors 
New York Telephone 


& Dohme, Inc. 
Sturtevant (B. F.) Company 


THURSDAY, MARCH 24 


Alaska Juneau 

Eaton Axle & Spring 

Liquid Carbonic 

Merchants Refrigerating 
(Pfd.) 


Products 

ing Company 

Squibb (E. R) & Sons (Pfd. 
‘om. 

Telautograph. 


FRIDAY, MARCH 25 


American Home Products 
Corn Products Refini 


Southern California Edison, 
Ltd. 


General Stock Yards (Pfd. & Southern Canada Power Co., 


Com.) 
Marathon Paper Mills (Pfd.) 
Power Corp of Canada, Ltd. 


L 
United Telephone (Kansas) 
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LL divisions of the food industry did 
not experience the same degree of 
earnings stability during the past 

year or two. Several of the major com- 
panies engaged in the bread and cake bak- 
ing branch of the food industry witnessed 
another year of lower earnings and the 
recession in profits can usually be traced 
to intense competition with the large 
chain grocery store organizations which 
bake their own bread and cake products. 
Reduced consumer purchasing power, 
especially in industrial sections of the 
country was also an adverse influence. 
Although the independent bakers cut 
prices on their products, such action 
failed to produce the desired result of 
stimulating any important increase in 


‘demand. 


In its annual report to stockholders, 
Purity Bakeries pointed out that the 
benefits which should ordinarily have 
accrued from lower costs of ingredients 
and control of operating expenses were 
more than offset by the substantial reduc- 
tions in unit prices of finished products. 
In this statement the management has 
probably put its finger on the true reason 
why the decline in profits was experienced. 

For the year ended January 2, 1932, 
Purity Bakeries reported net income of 
$1.7 million equal to $2.14 per share on 
the common stock, as compared with net 
income of $4.1 millions, or $5.13 per 
share for the year ended December 27, 
1930. The periodic earnings reports 
which the company issued during 1931 
showed large and successive declines as 
compared with 1930 and culminated in 
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Competition Cuts 
Purity 


Earnings 
AAA 


the poorest annual earnings the company 
has reported since its incorporation jn 
1924. Net income for the year was 
insufficient to cover the $3 dividend pay- 
ment which was declared in 1931 and 
which amounted to $2.4 millions, necesgj. 
tating drawing on the surplus account for 
$696,076. The company’s financial posi- 
tion remains strong, however, with 
current ratio of better than 4-to-1. Qf 
current assets, cash and Government 
securities alone were more than twice all 
current liabilities, while inventories were 
at the lowest level on record. 

In addition to wide wholesale distribu. 
tion of products among independent re 
tail grocers, Purity Bakeries operates a 
chain of 338 retail stores through its 
wholly owned subsidiary, Cushman’s 
Sons Incorporated. Operations of this 
bakery chain have been very successful 
throughout the depression period, earn- 
ings increases having been reported in 
both 1930 and 1931. Had it not been for 
the substantial contributions which this 
subsidiary made to the consolidated in- 
come of Purity Bakeries, the parent 
company’s earnings would have been 
decidedly less favorable than have been 
recorded in each of the past two years. 

While it may be anticipated that Cush- 
man’s Sons will continue as the stabilizing 
influence in the parent company’s earn- 
ings trend, it cannot be expected that 
Purity Bakeries can show material gains in 
earnings until the general business situa 
tion shows further substantial improve 
ment and the abortive competitive situa 
tion has been corrected. In the past the 
management of this company has shown 
no disposition to pay out dividends in 
excess of earnings. The annual dividend 
rate was cut from $4 to $8 in the latter 
part of 1930 and a further reduction to %2 
annually was made with the final dividend 
payment in 1931. 


Still in “The Bag” 


HILE the position of the railroads 

has been considerably strengthened 
by a partial increase in rates and ar- 
rangements to help them finance their 
maturing obligations, there are several 
things still in the bag that, aside from the 
most essential factor—increased traffice— 
could prove of even greater benefit. One 
of them is the final solution of the merger 
plans already authorized by Congress 
under the Transportation Act, and for 
which hearings are now going on before 
the Interstate Commerce Commission. 
If and when the road is cleared for these 
consolidations the way will have been 
paved for considerable economy in opera- 
tions. As they are operated now there 


is a welter of duplication in expenses 
Another step is to bring all interstate 
transportation services under Goverl- 
mental supervision, which now is ¢0m 
fined only to steam railroads, and the 
elimination or control of water ways. BY 
extending this supervision to moto 
carriers, wasteful competition would be 
eliminated. It may take some time 1 
work out these plans, but the fact that 
the country and the legislatures have 
come to realize the absolute necessity for 
finding a solution for these two major 
problems augurs well for their event 

solution, and in railroad circles confident 
is spreading in the good things that ' 

emerge from this forthcoming legislation. 
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Genera! Outdoor Advertising 
aS Industrial Cold Storage 
Langendorf-United Bakeries 
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“Big Bertha” Minds 


N OLD timer, veteran of seven 
A panics whose uncanniness is a sort of 
sixth speculative sense, confesses he often 
has been the principal victim of an im- 
pressionable mind. By that he meant 
that he allowed himself to be swayed by 
superficial and active events instead of 
relying on his long range vision. He 
eonfesses that back in 1929 he felt that 
securities were far too high based upon 
the value of money, and often wanted to 
sell out and place himself in a cash 
position; but prices kept going up and 
up. He delayed action, and when the 
preak came it came so fast that it changed 
his attitude entirely. He held on hoping 
for prices to come back—the loser’s 
theory—and the more he waited the 
worse did his position become. 


v 


A great many people, he asserts, will 
be duplicating the errors committed in 
1929, by allowing pessimism to becloud 
their vision of the future. They will wait 
and wait for the turn to come, when it 
already has taken place and marched 
by them, just because they cannot real- 
ize a start in anything or in any direction 
must at the beginning be necessarily 
slow, and not often visible to the super- 
ficially minded. We need ‘‘ Big Bertha” 
minds to be able to envision the long 
range prospects of definite causes, and if 
we visualize the ultimate effects of the 
present credit structure, it leaves no 
other answer than that it will have a 
highly beneficial influence upon the na- 
tion’s business-and"general industrial ac- 


. tivity throughout the country. “ 


Capital Stock Reductions 
Gaining Favor 


URING the period of mounting 

stock prices which preceded the 
debacle of 1929, many issues reached such 
astral levels as to defeat efforts of cor- 
poration managements to obtain wide- 
spread distribution among the rank and 
file of investors. Once an issue pene- 
trated the ‘‘blue chip” strata the stock- 
holder list began to shrink, and because 
such a development frequently endangers 
continuity of management the long 
established practice of stock split-ups 
was resorted to. While this had the 
desired effect of bringing the market 
price of such issues within the reach of 
investors of limited means, the era wit- 
nessed a tremendous expansion in com- 
mon stock capitalization and, in certain 
instances, unwieldy capital structures 
which have not produced wholly bene- 
ficial results during the past two and 
one-half years. 

One of the most patent of evils result- 
ing from increasing common stock cap- 
italization through split-ups has been 
brought out by the unprecedented de- 
flation in the quoted values of all equities 
during the depression period. Many 
issues which prior to a split-up sold in 
the ‘‘blue chip” class are today in the 
ranks of the ‘‘penny” stocks, selling 
below $10 per share, and because this 
has proved undesirable from many 
angles, a movement has developed to 
effect so called reverse split-ups. This 
process decreases the number of shares 
by substituting one new share for two 
or more old shares without changing the 
value of the stockholdings of the in- 
vestor. In addition to giving the stock 
greater dignity by automatically in- 
creasing the price, the loaning value of 
the stock is increased (banks are reluctant 
to loan money on stocks selling below 
$10 per share) and considerable savings 
are made possible in the matter of transfer 
taxes, both State and Federal. Reverse 
split-ups, too, are usually accompanied 
by a reduction in capital liability which 
serves to wipe out any profit and loss 
deficits and makes possible continued 
dividend payments under the laws of 
certain states. Thus according to the 
statutes of the State of New York, no 
®orporation shall declare or pay any 
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dividends unless the “value of its assets” 
remaining after payment of such divi- 
dends shall be at least equal to its 
capital and other liabilities, the provision 
applying whether dividends are earned 
or not. 

While the process of capital stock 
reductions has been going on for nearly 
a year, the trend has been accentuated 
of late under the leadership of the public 
utilities. Stockholders of Electric Bond 
& Share have already authorized a one 
for three exchange in that company’s 
common stock which will reduce number 
of shares outstanding from 14,615,819 
to 4,871,939. The new stock is being 
traded on a when issued basis on the 
New York Curb Exchange and is selling 
at approximately three-times the present 
price of the common stock. On April 
12, 1932, stockholders of Niagara Hudson 
Power will vote on the proposal to reduce 
that company’s 27,771,035 outstanding 
common shares to 9,257,011 shares by 
exchanging three $10 par common for 
one new $15 par common share. Other 
companies in the public utility field 
whose large common stock capitaliza- 
tion suggest the possibility of reverse 
split-ups are United Corporation, Middle 
West Utilities, Commonwealth & South- 
ern International Hydro-Electric and 
Cities Service. Among the industrials, 
General Motors and General Electric 
are most frequently mentioned as con- 
sidering such a step although the rela- 
tively high market prices for their equi- 
ties and no necessity for reducing capital 
liability would appear to preclude the 
possibility of such action over the near 
term for these companies. 

A reverse split-up is purely a book- 
keeping procedure and in no way amends 
the preference of the preferred shares or 
changes the equity of common stock- 
holders. In instances where warrants 
exist for the purchase of common stock 
at a fixed price, the provision of the war- 
rants are changed to reflect common stock 
reduction or a similar exchange is made 
to warrant holders. In a majority of 
instances reverse split-ups may be re- 
garded in a constructive light and should 
not influence stockholders in the disposal 
of sound equities. 


GET THESE BUSINESS AND 
FINANCIAL REPORTS 


Return this ad with $1 for this 14 price trial offer 
to businessmen. Receive the next 17 weekly issues of 
BRADSTREET’S Journal, which will bring to you: 
17 Weekly ‘‘Bradstreet’s Business Barometers” 
17 Analyses of Outstanding Corporations: 
17 Weekly Analyses of Business Failures 
4 Monthly “Commodity Indexes,” with pricecharts 
4 Monthiy Analyses—-“ Position of Steel Industry ” 
4 Monthly Analyses of ‘Petroleum Industry” 
4 Monthly Analyses—* Position of Railroads” 
4 Monthly Analyses of ‘Automobile Industry” 


Get above and more during 17 weeks for $1. 


BRADSTREET’S JOURNAL 


148 Lafayette Street, Dept. B-6, New York, N. Y. 


PROFITABLE 
EMPLOYMENT 


In times like the present, numer-~ 
ous investors supplement their 
regular income by selling sub- 


scriptions for The Financial 
World to new subscribers. 
Our new commission and 


bonus proposition is sure to be 
of interest to you if you are 
desirous of additional income. 


In case you have a friend who 
is temporarily out of work, you 
will do a favor for him by bring- 
ing this ‘ad’ to his attention. 


Full 
request. 


H. L. VONDERLIETH 


Circulation Manager 


53 PARK PLACE NEW YORK 


particulars free on 


Stocks? 


What possibilities do these stocks offer, 
at these 


es— 

Willys Overland 2 4%? Goodrich 414? 
Amer. Solv. 14? Penn Dixie 1? 
Loft 334? Anaconda 10? 
Kreuger & Toll 6%? St. Paul 214? | 


{| These stocks are analyzed in latest Special 
Report—and one selected as the best. 
Sampie copy free to acquaint you with our 
Service. Simply ask for 


**Low-Priced Stock Report”? 


AMERICAN SECURITIES SERVICE 
106 Norton-Lilly Bldg. New York 
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WEEKLY RECORD OF EARNINGS 


1932 
Net Earnings Per Share 


12 MONTHS ENDED JANUARY 31: 


Bohack Company (H. C.)............. 606, 
Commonwealth & Southern............ 21,967,213 


11,173,913 


Engineers Public Servicc.............. 6,340,905 
Kansas City Power & Liglhit........... 4,477,738 
Nevada-California Electric............ 717,44 
Tennessee Electric Power.............. 3,283,019 
7 MONTHS ENDED JANUARY 31, 1932: 
Interborough Rapid Transit..... 
Third Avenue Railway................ 283,748 
9 MONTHS ENDED JANUARY 31: 

Crown Willamette Paper.............. 2,020,318 
1,414,407 
76,769 
9 MONTHS ENDED NOVEMBER 30, 1931: 
12 MONTHS ENDED DECEMBER 31: 
d398,056 
American Machine & Metals........... 47,015 
American Rolling Mills............... d3,098,445 
American Smelting & Refining......... 874,976 
American Steel Foundries............. d791,373 
American Water Works & Electric... .. 6,399,166 
Arkansas Power & Light.............. 2,241,527 
Barnsdall Corporation............. .. 3,268,637 
Bohn Aluminum & Brass.............. 295,333 
Brunswick-Balke-Collender............ d430.472 
Burroughs Adding Machine............ 4,038,151 
Checker Cab Manufacturing........... 431,168 
Chicago Pneumiutic Tool.............. d595,140 
14,023,622 
Coca-Cola International............... 4,279,543 
Connecticut Electric Service. ......... 4,227,090 
Connecticut Light & Power............ 4,151,078 
d7,985,329 
Dennison Manufacturing.............. d316,909 
557,640 
Electric Storage Battery.............. 2,770,457 


Federal Mining & Smelting............ d340,686 
18,153,719 


Graham-Paige Motors................ 4,735,926 
d2,901,305 
324,861 
7,635,618 
Indiana Service............ 248,346 
International Business Machine........ 7,422,386 
Jersey Central Power & Light.......... 3,378,096 
Kaufmann Department Stores.......... 648,705 
49,512 
Moto Meter Gauge & Equipment...... d527,048 
Newberry (J. J.) Company............ 1,085,853 
Pierce-Arrow Motor Car.............. 476,943 
Pyrene Manufacturing................ d132,121 
Reynolds Metals... 1,510,852 
d2,476,499 
93,549 
Shattuck (F. G.) Company............ 1,710,651 
Staley (A. E.) Manufacturing.......... d145,747 
Standard Gas & Electric.............. 15,272,436 
6.) Company. .......«... 36,230 
Studebaker Corporation............... 825,202 
Utah Power & Light.................. 2,416,762 
Western Auto Supply (Kansas City).... 555,638 
West Penn Electric........ 6,117,382 
Worthington Pump & Machinery....... d660,158 
a On Class A Shares. b On Class B Shares, 

d Deficit. p On Preferred. 
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$3.68 
0.38 
2.10 
p111.94 


1931 
Net Earnings Per Share 


$5,188,067 
806,5 
28,161,879 


6,903,425 
3,511,419 


064 


1,862,549 
1,728,301 
315,435 


d1,937,508 


2,801,442 
165,544,707 
6,623,647 


229,892 
1,109,589 


19,085,595 


44,969,320 


387,812 


2'056,093 
1,295,375 


$5.64 
0.58 
261 
p102.13 


c On combined Class A and B Shares. 


BULLS AND BEARs 


continued from page 43 


as against $4.01 in 1930. The latte 
showing was after preferred stock dj. 
vidends (which stock has since been re 
tired) and on a slightly larger numbe 
of shares of common. The 1930 ne 
profit applied to the present outstanding 
stock would have amounted to earnings 
of $4.50. The stock has been one of the 
few to withstand the onslaught on yields 
for the $1 dividend returns only slightly 
better than 3 per cent and the issue sells 
at 12 times earnings. 


An 8 per cent increase in sales produced a 
smaller deficit for Phillips-Jones in 1981. 


Stone & Webster 4 “C4 


Out of gross earnings of $59.5 millions, 
Stone & Webster reported net income of 
$3.3 millions, or the equivalent of $1.56 
ashare. This is before deducting losses on 
the sale of securities of $1.3 million 
which was charged to reserves set up on 
December 31, 1930. For the first time, 
earnings of subsidiaries are segregated and 
show Stone & Webster Engineering with 
a net of $594,413, Stone & Webster and 
Blodgett having an operating loss of $1 
million. Stone & Webster Service Cor- 
poration had a net of $324,815, Engineers 
Publie Service a net of $4.1 millions and 
Sierra Pacific Electric net income of 
$153,146. With major write-offs out of 
the way, the company should not have 
difficulty in covering the reinaugurated 
dividend of $1 annually. 


Twenty cents earned in 1931 and twenty 
seven cents in 1930 does not make the $1.20 
Studebaker dividend any too secure. 


United Biscuit 4 ey 


Many reasons prompt the purchase of a 
company’s own stock in these depressed 
markets where cash reserves can go so far, 
but a somewhat different one is disclosed 
in the purchase of 37,995 shares of United 
Biscuit stock last year. Not alone en- 
couraged by the favorable showing made, 
the company has enough stock available 
in the treasury now to provide for the 
conversion of the total outstanding pre 
ferred stock on a two and a half shares for 
one basis. 


U.S. Rubber cut its yearly loss in half but 
still it amounted to $9.5 millions. 


Westinghouse Electric 4 “B” 


Though Westinghouse shows signs of 
better business in the elevator and elec 
tric range divisions, there is still consider- 
able doubt remaining as to the action 
that will be taken by directors when they 
meet for dividend action toward the end 
of the month. The reduction by General 
Electric has dispelled certain views that 
held to generous treatment of stock 
holders, realizing that the true state of 
affairs must sooner or later be recog: 

and adjustments made accordingly. 

agreement has been made _ betweel 
Westinghouse and Kolster whereby the 
former is to sell the latter’s radio sets. 
Kolster, a subsidiary of International 
Telephone, is now in line to receive the 
business that formerly went to Radio 
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Corporation, in which Westinghouse has 
stock holdings. No explanation 
jas forthcoming to clear up this rather 


guddied picture. 


Forthington Pump dropped from profits 
gover 82 million to a loss of $660,158. 


Wrigley 4 “B+” 
The premium idea of conducting a busi- 
yess can at times be carried to extremes. 
This appears to be the case with Wrigley 
gho last year gave away so many razors 
and electric clocks that expenses were re- 
dueed only 1 per cent while gross profits 
yere off 10 per cent. This cut the divi- 
dend coverage materially with $5.07 a 
dare earned as compared with $6.14 to 
over the $4 dividend. The patriotic 
venture in taking cotton as a basis for 
aedit shows an increase in accounts 
reeivable and the cash account shows a 
reduction of nearly $2 millions. 


Atlas Utilities Reports 


TLAS UTILITIES and subsidiaries 
reported for the year ended De- 
ember 31, 1931, total assets of $56.9 mil- 
lions of which $14.9 millions was in cash. 
However, this statement does not include 
the newly acquired Goldman Sachs Trad- 
ing Corporation interest and other trusts 
recently taken over. The reasons for this 
omission are given by the president, who 
stated that in addition to the corporations 
included in the consolidated statement 
of conditions there were other corpora- 
tions engaged in the securities invest- 
ment business in which Atlas Utilities 
Corporation has a dominant interest, but 
which could not be properly classified on 
December 31, 1931, as controlled corpora- 
tions for inclusion in a_ consolidated 
statement. Through addition of some of 
these companies to the group of controlled 
corporations during the current year, the 
amount of total assets is expected to 
reach a figure in excess of $100 millions. 
No estimate is made in the last year’s 
report as to the asset value of the common 
stock, but a statement is made to the 
efect that the liquidating value of com- 
mon shares has been fully maintained 
during the year. 

During the past several years Atlas Util- 
itieshas been active in acquiring controlling 
or dominant interest in other investment 
trusts, including Aviation Securities Cor- 
poration, Chain Store Stocks, Inc., Na- 
tional Securities Investment Company, 
Sterling Securities Corporation and Unger- 
leider Financial Corporation. 


THE BOND MARKET 


Concluded from page 10 


this time of the year. The offerings 
have been limited to a few high grade 
public utility mortgage bonds, which have 
continued to find favor with conservative 
Investors throughout the unsettlement 
in the security markets, and some high 
grade municipal bonds. The marked im- 
provement in the municipal bond market 
during the past three weeks is one of the 
host encouraging evidences of improve- 
ment in the general credit situation. 
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To the ‘President of a 
“Dividend-Paying 
Company— 


RIGHT now many of our fifty 
thousand investor-readers are 
asking this question about your 
securities whch they contem- 
plate adding to their portfolios. 


Why not publish 
notices in THE 


our dividend 
INANCIAL 


WILL THE DIVIDEND RATE ON YOUR 
COMPANY’S STOCK BE MAINTAINED? 


Wor.p, which is solel 
for investment business and ad- 
vice? 


Your dividend notice appearing 
in this column may be the decid- 
ing factor in creating many new 


stockholders in your Company! 


KROGER GROCERY 


from page 11 


now furnished by the chains.”” But he 
suggests a method of meeting the problem 
‘if the chains will bring to legislators the 
actual facts regarding the benefits con- 
ferred on the communities by the chains.” 

The Kroger chain is right in the heart 


concluded 


of antagonistic territory with stores 
located as follows: 

ee Minn..... 1 Penn..... 157 
614 Miss..... 30 Tenn.....151 
254 Ohio....1,287 Wisc..... 107 
Mich.....988 Okla. 53 


The Indiana chain store tax law which 
has been approved by the United States 
Supreme Court hits Kroger the hardest 
at present, but the law in North Carolina, 
also upheld, is applied to a state in which 
the chain has only five stores. It is the 
threat of other taxes in these midwestern 
states which hang as an unfavorable 
omen. In any event, however, the taxes 
will be passed on to the consumer. Per- 
haps the proposed 214 Federal sales tax 
on all manufactured articles, except foods, 
would tend to offset part of the disad- 
vantage which the grocery chains have to 
bear as compared with chains handling 
taxable merchandise. 

In its present position the common 
stock appears to be in a rather specula- 
tive position and this classification will 
probably apply so long as the impending 
uncertainties remain unsolved. The 
chain, however, will probably reflect in 
its future operations the effect of the 
sound management policies which have 
recently been instituted and herein lies 
its hope for increased profits when more 
normal conditions return. In any event, 
it should not be expected that the com- 
pany will be able to continue the rapid 
progress which has been so apparent 
during its past fifty years. 


LUCKIES are always 
kind to your throat 


“It’s toasted” 


\ 
Your Throat Protection—against irritation 
—against cough 


$25.00 
For You 


Would you like to receive one of the 
many $25 checks which THE Finan- 
c1AL Wortp will give to its friends 
during the next three months? The 
conditions for qualifying for one of 
these $25 checks are quite simple. 


You probably can qualify in a single 
week by explaining to some of your 
friends our unusual offer to new year- 
ly subscribers for THe 
Wor .p. 


Before you forget it, write us today 
for details of our $25 offer to readers 
of THe Financtat Wortp who will 
do a little work for us. 


H. L. VONDERLIETH 


Circulation Manager 


53 Park Place New York 
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4 Delano Wood Ladd has been admitted 
as a general partner in the firm of Greene 
_ & Brock and will represent them on the 
floor of the Exchange. 


4 John T. Stephenson, Jr., has become 
associated with the firm of Hardy & 
Company, in their bond department. 


4 Page, Ham & Company, Ine., is the 
name of a new firm which has been 
formed to deal in investment securities. 
Office is located at 29 Broadway, New 
York. 


4 Fred Mason, Jr., has become asso- 
ciated with the firm of McClure, Jones & 
Company as manager of the bond de- 
partment. 


4 James C. Baker, a member of the New 
York Curb Exchange, has been admitted 
as a general partner in the firm of A. K. 
Shaw & Company of 33 Broadway, New 
York. 


4 Francis I. duPont & Company have 
opened an uptown office at 11 East 
Forty-third Street, New York, under the 
management of Mr. William A. Whitaker. 


4 William B. Cross and William A. Hoe- 
land have become associated with Mars- 
ton & Company, members of the New 
York Stock Exchange, at 120 Broadway, 
New York. 


4 Harry P. Taleott, E. N. Potter, Jr., 
Earl S. Potter, Richard Atterbury, Syd- 
ney Gardiner, Merrill W. Tilden, all 
general partners, and George G. Bourne, 
a special partner, are the principals in the 
new firm of Talcott, Potter & Company. 
This company has been formed to con- 
duct a general brokerage business, with 
memberships on both the New York 
Stock Exchange and the New York Curb 
Exchange. Office is located at 25 Broad 
Street, New York. 


4 C. Ballard Breaux and Hubert A. Jor- 
dan have become associated with the 
investment counsel firm of Cox, Van Cleef 
& Jordan. 


4 Charles M. Kinsolving, for many years 
the correspondent of the United Press of 
Rio de Janeiro, has become associated 
with the investment firm of Blyth & 


Company. 


4 W. Fenton has been appointed manager 
of the Philadelphia office of Distributors 
Group, Inc. 


4 The New York Produce Exchange has 
announced that Gray MacW. Bryan of 
Bryan, Penington & Colket; Charles C. 
Dunaif of the Polarus Shipping Company, 
Ine., and Oliver G. Jennings had been 
elected to regular memberships. Alex- 
ander Blum of J. H. Hirshhorn & Company 
and Edward Weisman of the Chesapeake 
Export Company have been elected to 
associate membership. 


4 E. A. Hintz, Peoples Trust & Savings 
Bank, Chicago, has been appointed gen- 
eral chairman of the Chicago committee 
in charge of arrangements for the annual 
convention of the Financial Advertisers 
Association, to be held at that city in 
September. 
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4 James V. Mackey and Arthur A. Bok- 
land have joined the retail sales depart- 
ment of E. F. Bigoney & Co. Kenneth 
D. Sanford has been placed in charge of 
the statistical organization. 


4 Frank H. Fayant has been elected 
chairman of the board of directors of 
the H. E. Lesan Company, advertising 
agency. He will make his headquarters 
at the New York office. Mr. Fayant was 
one of the founders of Thomas F. Logan, 
Inc. When this agency was merged 
with Lord & Thomas in 1926, he con- 


v 


tinued with Lord & Thomas and Logan 
Inc., of which he has been one of the 
senior vice-presidents. 


4 Charles E. Seiler, formerly secretary 
of Distributors Group, Ine., is in the 
wholesale department of Rackliff, Whit. 
taker & Loomis. 


4 Paul L. Robbins is New England rep- 
resentative of Rackliff, Whittaker ¢ 
Loomis. 


4 Mack W. Beeks is with Hammons & 
Company at their New York office, 


Hoarding Among Banks 


HE belief held by President Hoover 
that hoarding $ among the banks has 
been more pronounced than among indi- 
viduals is also entertained by Guy M. 
Walker, well known financial authority, 
and a similar impression is widely enter- 
tained in other well informed circles. In 
a letter addressed to a correspondent, 
Mr. Walker points out that while the 
total defaults in business in 1930-31 in- 
volved liabilities of around $1.4 billion 
and numbered 54,000 enterprises, during 
the same period 2,400 banks closed with 
liabilities in excess of $2.4 billions. 
“These figures prove,” the writer said, 
“that the start of the whole thing was 
the bankers panic and the hoarding of 
money, first by the New York City banks, 
which began six months before the col- 
lapse of the market, and this spread to the 
country banks, and finally to the de- 
positors themselves.” 


If we go back to the early part of 193] 
we will remember the pressure then ex- 
erted to force country banks to liquidate 
their loans, and can trace one of the acute 
influences responsible for the ensuing 
fright which followed this forced dumping 
over of loans, and in consequence 0 
weakened many of the smaller banks 
that they could not withstand the runs 
by depositors that later followed. Yet 
the banks could hardly be blamed for 
their precautions, since the situation re- 
solved itself into a matter of self preser- 
vation, each bank having to take all 
possible measures for its own protection. 
Now that the general credit structure 
has been strengthened, the need of hoard- 
ing among the banks has ceased, and 
capital that has been put aside as a 
precaution can be returned to the natural 
channels of productivity in business and 
general industry. 
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BILLIONAIRE BEGGAR 


from page 5 


continued 


_frane was stabilized at too low a level 


with regard to its intrinsic value, and this 
fact gave French industry an opportunity 
to undersell its competitors which were 
operating on a higher wage scale com- 
pared on a gold basis. Although this 
advantage resulted in a favorable trade 
balance, its duration was short lived as 
world prices dropped drastically during 
the last two years, reaching the French 
level and dragging it down in the general 
turmoil. The result is that, despite the 
strength of its currency, France now has 
an unemployment problem, an unbal- 
anced budget and a dwindling foreign 
trade. 

A rich creditor prior to the war, France 
applied the brik of its credits abroad to 
new investments, especially in bonds of 
nations with which it maintained more 
than friendly diplomatic relations. Until 
a few years ago such foreign investments 
were taboo to the French public, which 
remembered its large losses in Russian 
bonds, but in 1929 France resumed its 
time honored policy by the extension of 
several loans to its military allies on the 
Continent, Czechoslovakia, Poland, Rou- 
mania and Yugoslavia. However, in 
comparison with former financing of this 
kind these loans were negligible. The 


restriction of such foreign financing by a 


creditor nation is an additional though 
negative reason for the continuance of 
credit accumulations abroad and their 
transfer in form of gold. 

While the above short sketch explains 
the creation of France’s claims abroad, 
and their withdrawal by commercial 
banks for the purpose of obtaining cur- 
rency from the central bank, it is hard 
to find any plausible reason for the Bank 
of France withdrawing its own funds 
from abroad. Several theories have been 
advanced, none of which appears ¢ 
pecially elucidating. 

Does France feel the need of strength 
ening itself on account of potential with- 
drawals of foreign owned funds from 
Paris? That lacks logic. Does France 
doubt the stability of the dollar after 
the sad experience with the English 
pound, costing the Bank of France about 
$100 millions which had to be mate 
good by the Government? Quite po 
sible. Does France fear for its deposits 
in ease the United States should insist 
upon continuance of payments on & 
count of war debts, irrespective of 
whether reparations are forthcomilg 
from Germany? Ridiculous from ol 
point of view, but expressive of Fren¢h 
mentality. Or have these gold with 
drawals the political purpose of & 
barrassing our currency position, 4 
thereby making Congress more inelin 
to consider a revision or cancellation 0 
the French war debts? According 
the long established French policy. 
using its financial strength for politica! 
purposes, such intentions would not be 
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all surprising, but the effect would be just 
the contrary. Or, finally, does the ac- 
qmulation of actual gold, which has its 
historical precedent during 1913 and 1914, 
foreshadow similar developments on the 
Buropean continent? We certainly hope 
e t not. 

agg American point of view the 
concentration of such large amounts of 
gold in Paris, and the continuance of 
yithdrawals from our country until the 
french claims are exhausted, can be con- 
templated with complacency as they in 
no way endanger the solid position of our 
mrrency system. As one banker has 
stated it, the sooner these “‘ bad deposits” 
are withdrawn, the better for us, 


HOARDING OR HIDING? 


concluded 


page 8 


from 


—— 


$20 to $1,000, provides immunity to the 
small depositor from the bulk of blame. 
The lack of knowledge of true conditions 
is probably the prime reason for any 
hoarding in this class. In the upper 
brackets it is a supposed knowledge of 
conditions that never will be, that occa- 
sons the alarm. The small depositor is 
gnerally a trusting and passive type— 
too much so. The Roosevelt Trust & 
Savings Bank (Chicago), the only bank left 
inits community, has been attempting to 
cose up shop because the aggregate of 
its deposits makes banking ‘‘unprofit- 
able.” A letter was sent to every deposi- 
tor to come to the bank and withdraw his 
money. Out of 1,400 depositors only 100 
aswered this blunt command. They 
insist on the bank, which they regard as 
ale, staying open. There would be no 
hoarding if this were the universal faith. 

There are other channels to which this 
dusive billion could readily have flown 
which brings us to en entirely different 
problem. There has been disclosed in the 
City of New York alone, a program of 
Wlitical graft that is astounding. Tin 
boxes have been revealed as_ holding 
nillions of dollars in cash that is in hiding 
because of a different type of fear. Itisa 
timely coincidence that the marked in- 
tease in money in circulation corre- 
yonds with the first pangs of fear that 
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these investigations created. This might 
be considered too local in character to 
bear any major influence, but it has made 
others so involved, see the handwriting 
on the wall, and act accordingly. This 
money, obtained in a way that they are 
not anxious to reveal, is naturally held 
away from the regular channels of de- 
posits where it could be traced. Not so 
timely in its influence is the organized 
racketeering that has overshadowed the 
country where cash is the only form of pay 
or payment that will be tolerated. The 
bootlegging operations that have been 
borne of our noble experiment in prohibi- 
tion have required heavy employment of 
cash in the dealings of this big business. 

It is estimated that the income of the 
bootlegging trade is $1.5 billion yearly, 
which on a cash and carry basis would 
require more money than is alleged to be 
in hoarding. It would be safe to say that 
for every individual that has $100 sewed 
up in the mattress or concealed in a safe- 
deposit vault there is a bootlegger with 
$100,000 cached away in his tin box, sub- 
ject to frequent withdrawals and ‘“‘de- 
posits.” Baby bonds, postal savings or 
any other device for relieving hoarding 
will have little effect upon these hidings. 


Insulting Propaganda 


But we must spread propaganda that 
is very close to insulting the common 
sense of decent people in attempting to 
shame them into buying. That is the 
only cause of our depression. True 
hoarding is dying a natural death because 
the things that this money will buy have 
been reduced to such attractive levels 
that it cannot remain idle. The buying 
has started, though in small proportions. 
It is here—and that is what counts. 
Buying means that fewer people will be 
thrown out of employment. More will 
be reemployed and these will again be- 
come purchasers. It is a slow process 
but none the less a sure one. It is not at 
all constructive that in an organized 
campaign we keep flaunting before the 
eyes of those in whom fear is subsiding, 
the need for safe and secure hoarding. 
The immutable law of supply and demand 
is succeeding where the efforts of man has 
miserably failed. Why not give it a 
chance to carry on? 


The Economic Preacher 


QEVERAL economic revivalists, like 

their prototypes at religious camp 
neetings who have the habit of predicting 
he direst happenings if those within 
ound of their voices do not accept their 
nets, are finding themselves in the un- 
‘onfortable position which comes when 
lieir_ predicted calamities fail to ma- 
tnalize. Among them must be included 
‘t George Paish. He warned of an im- 
viding chaos which was due to take 
kee a’month or so ago, but the world, 
‘mehow ignoring the voice of its prophet, 
rad refuses to take the plunge into this 


On the other hand, John Maynard 
ynes, Paish’s outstanding contempo- 
™y among the English economists, has 
wen more optimistic. It was Keynes 
tho predicted the eventual collapse of 
ite Versailles Treaty, holding that the 
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world could not stand this confiscatory 
pact on a vanquished people, and 
what he then said has since come true. 
Unless Central Europe upsets things, 
Keynes says that there is a legitimate 
hope for world wide recovery coming from 
the measures taken in United States to 
ease credits. This he holds is the neces- 
sary interlude before the real upturn can 
take place. 

England already indicated that she is 
on a fair road to recovery when she an- 
nounced she would take up her credit 
advances in the United States before 
they became due. It is such action that, 
louder than words, tells of what is actu- 
ally happening. If there is any day of 
doom looming up on the horizon it is for 
the croaker who, like the frog, finds his 
voice silenced with the coming of day- 
light. 


TOADSTOOLS 
0” Mushrooms? 


Can you tell the 
toadstool stock offerings 
from those which have 
merit? 

The advertising col- 
umns of THE FINANCIAL 
Wor are open only to 
those of good standing 
and who will "permit a 
searching investigation 
of their records and 
management. 


AN ADVERTISEMENT IN 
THE FINANCIAL WORLD IS 
RECOGNITION IN ITSELF 
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Dividends 


Pe- Pay- Hdrs. of 

Company Rate riod able Record 
Q Mar.31 Mar. 21 
Q Apr. 1 Mar. 15 

Q Apr. 15 Mar. 31 
Q Apr. 1 Mar. 16 
Q May 2 Apr. 8 
Q Apr. 1 Mar. 10 
Q Apr. 1 Mar. 10 
Q Apr. 1 Mar. 18 

Q Mar. 1 Feb. 19 

Q Apr. 1 Mar. 11 

Q Apr. 1 Mar. 15 

Q Apr. 1 Mar. 15 

Q Apr. 1 Mar. 21 

Q Apr. 1 Mar. 15 

Q Mar.31 Mar. 19 

.. Apr. 1 Mar. 10 

Q Apr. 1 Mar. 15 

Q Apr. 1 Mar. 15 

Q Apr. 1 Mar. 21 

Q Apr. 1 Mar. 15 

i 40c Q Apr. 1 Mar. 18 
eee SS ers $3.50 Q Apr. 1 Mar. 12 
Commonwith Edison............ $2 Q May 2 Apr. 15 
Q Mar.30 Mar. 14 
$2 Q Apr. 1 Mar. 14 
Deke Power Oo. $1.25 Q Apr. 1 Mar. 15 
$1.75 Q Apr. 1 Mar. 15 
Eastern 8.8. Line.............. 25¢ Q Apr. 1 Mar. 18 
$1 Q Apr. 1 Mar. 15 
Emerson Bromo-Seltzer ClassA..50e Q Apr. 1 Mar. 15 
Q Apr. 1 Mar. 15 
Endicott Johnson Q Apr. 1 Mar. 18 
Q Apr. 1 Mar. 18 

Fed. Pow. & Lt. pf Q Feb. 15 Feb. 8 
Federated Dept. Strs.. . . .. Apr. 1 Mar. 21 
First Nat’l. Stores. ..... Q Apr. 1 Mar. 16 
Q Apr. 1 Mar. 16 
Q Apr. 1 Mar. 16 
Q Apr. 25 Mar. 18 
Q Apr. 25 Mar. 18 
Genl. Printing Ink Q Apr. 1 Mar. 15 
Q Apr. 1 Mar. 15 
General Mills pf.............. J Q Apr. 1 Mar. 14 
25c Q Apr. 1 Mar. 11 
Gragmur Corp. ..... 25¢ Q Apr. 1 Mar. 15 
Greif Bros. Coop, A............. 40c Q Apr. 1 Mar. 15 
NS $1.25 Q Apr. 1 Mar. 12 
"OSes $1.75 Q Apr. 1 Mar. 12 
Hercules Motor................ 20e Q Apr. 1 Mar. 21 
Holland Furnace............... 25¢ .. Apr. 1 Mar. 15 
Hollinger Mines................ 1% .. r.24 Mar. 10 
Homestake Mining............. 65¢ M Mar. 25 Mar. 20 
Horn & Hard Bk (Phila). ...... $1.75 Q Apr. 1 Mar. 21 
Hygrade Sylvania Cp........... Q Apr. 1 Mar. 10 
Internat’]Shoe................. 75¢c Q Apr. 1 Mar. 15 
Johns-Manville, pf............ $1.75 Q Apr. 1 Mar. 11 
$2 Q Apr. 1 Mar. 17 
Lazarus (F.& R.) &Co........ 124%¢ Q Mar.31 Mar. 21 
60c .. Apr 5 Mar. 22 
15¢ Q Mar.31 Mar. 15 
30e Q Apr. 1 Mar. 15 
Do 44 Se a $1.75 Q Apr. 1 Mar. 15 
624%4e Q May 1 Apr. 20 
75¢ Q Apr. 1 Mar. 15 
Montgomery WardClA..... $1.75 Q Apr. 1 Mar. 21 
Motor Products. ..... . _.50e Q Apr. 1 Mar. 21 
Mountain Producers. . 20e Q Apr. 1 Mar. 15 
Municipal Service... .. 38c Q Apr. 1 Mar. 15 
Myers (F. E.) & Bros. . . 50e Q Mar.31 Mar. 15 
National Candy................ 25e Q Apr. 1 Mar. 12 
Q Apr. 1 Mar. 14 
Nor States Pwr (Del.), Class A.....$2 Q May Mar. 31 
$1.75 Q Mar.31 Mar. 19 
60e Q Mar. 31 Mar. 19 
SS 
Philip Mor con, A......... . 4334¢ Q Apr. 1 Mar. 15 
Pioneer Gold Mns...............3¢ Q Apr. 1 Mar. 15 
Pittsburgh PlateGl............. 25c Q Apr. 1 Mar. 10 
Pratt & Lambert............... 50c Q Apr. 1 Mar. 16 
Pub. Ser. of N. Ill. ($100 par)... ... $2 Q May 2 Apr. 15 
$2 Q May 2 Apr. 15 
$1.75 Q May 2 Apr. 15 
aa $1.50 Q May 2 Apr. 15 
Reynolds R. J. Tob............. 75¢ Q Apr. 1 Mar. 18 
Q Apr. 1 Mar. 18 
Safeway Stores............... Q Apr. 1 Mar. 18 
Q Apr. 1 Mar. 18 
Q Apr. 1 Mar. 18 
Sangamo Elec. pf............- 3 Q Apr. 1 Mar. 10 
So Porto Rico Sug pf je Q Apr. 1 Mar. 12 
Spencer Kellogg.......... Q Mar.31 Mar. 15 
Q June 30 June 15 
Stand. Oil of Ohio Q Apr. 1 Mar. 15 
Starrett (L. S.) pf Q Mar.30 Mar. 18 
Stein (A.) & Co., pf......... Q Apr. 1 Mar. 15 
SSS $6.25 Q Apr. 1 Feb. 16 
Q Apr. 1 Mar. 10 
Telephone Bond & Shr........ $1.00 Q Apr. 15 Mar. 21 
1.75 Q Apr. 15 Mar. 21 
Toledo Edison Co., 5% pf......412g¢ M Apr. 1 ar. 15 
50c M Apr. 1 Mar. 15 
ce M Apr. 1 Mar. 15 
62%c Q Mar. 14 
40c Q Mar. 15 
U.S. $1.10 Q Apr. 1 Mar, 14 
United Light & Pwr., pf....... $1.50 Q Apr. 1 Mar. 15 
Virginia Pub. Serv. 6% pf...... $1.50 Q Apr. 1 Mar. 10 
$1.75 Q Apr. 1 Mar. 10 
ortexCo.,classA.......... 62%ec Q Apr. 1 Mar. 15 
Q Apr. 1 Mar. 15 
W. Pa. EL, classA........... $1.75 Q Mar.30 Mar. 17 
W.Pa., Pur. 6% pf........-. $1.50 Q May 2 Apr. 15 
$1.75 Q May 2 Apr. 15 
Waitt & BondB................ 20e Q Mar.30 Mar. 15 
Walgreen Co. pf............ $1.624% Q Apr. 1 Mar. 21 
$1.75 Q Apr. 1 Mar. 17 
Westvaco Chlorine Prod. pf $1.75 Q Apr 1 Mar. 15 
Young (L. A.) Spring & Wire. .... 25c .. Apr. 1 Mar. 15 
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PLIGHT OF REAL ESTATE 


concluded from page 7 


the terms of the reorganizations will fare 
better in the long run than those who 
elect to take what cash they can get by 
selling at the present time. 

Each real estate property which en- 
counters financial difficulties should un- 
dergo a readjustment or reorganization, 
the details of which are worked out in a 
way which best suits the particular situa- 
tion and circumstances. However, al- 
though there are many different varia- 
tions in detail, there are a few general 
plans which are used as the basis for most 
readjustments. In cases where the prop- 
erty is earning all operating expenses, 
taxes, and interest requirements, an 
agreement by the bondholders to waive 
the sinking fund requirements, or to 
postpone the payment of principal instal- 
ments for a stated period may be all that 
is necessary. In more serious cases, where 
present earnings are insufficient to cover 
bond interest requirements, several differ- 
ent courses may be followed. Sometimes 
the first mortgage bonds are exchanged 
for the securities of a new company 
organized to take over the property, 
usually general mortgage or income 
bonds upon which interest is paid only 
if earned, and preferred or common stock. 


A Common Solution 


However, one of the most common solu- 
tions is the following: The committee 
representing the bondholders bids in the 
property at the foreclosure sale, wiping 
out the old mortgage. Non-cooperating 
bondholders are paid only their pro rata 
share of the foreclosure sale price, which 
is generally low. The committee does not 
have to put up any other cash, as it turns 
in the bonds as payment to the officials 
conducting the sale. Then, the old mort- 
gage having been extinguished, it is gen- 
erally possible to obtain a new first 
mortgage loan from a savings bank or an 
insurance company if the property is 
well located and in good condition. The 
institutional mortgage will, of course, be 
of a conservative amount which can be 
carried without difficulty, which means 
that it is materially less than the aggre- 


gate amount of the old first mo 
bonds. However, the new first mo 
loan will permit the payment of a ‘ 
distribution to the bondholders, and these 
distributions have, in many cases, heen 
as high as 50 per cent of the par value of 
the bonds, and in some instances even 
higher. Under present conditions cash 
distributions of as high as 50 per cent 
after reorganization will not be as fre. 
quent as they have been in the past, sine. 
institutions have less money to loan on 
mortgages, and their conservatism ag to 
the size of the mortgage loans which they 
grant has increased as the deflation in the 
real estate market has continued. Fy. 
thermore, considerable time may Dass 
before the reorganization of many of the 
defaulting properties is completed, since 
the reorganization committees may find 
it advisable to postpone final action until 
the mortgage market. improves. 


A Few Examples 


However, it is certain that many holi- 
ers of real estate mortgage bonds are now 
selling them for less than the eash distri- 
bution which they would eventually re. 
ceive if they were willing to hold through 
the reorganization. To give a few ex. 
amples of recent settlements on properties 
in Greater New York: On bonds covering 
a Brooklyn apartment house, the settle. 
ment was $675 cash and $480 new 
second mortgage bonds for each $1,000 
par value of the old first mortgage bonds, 
which sold as low as 45 per cent of par 
after the default. On the bonds of a well 
located New York City apartment house, 
the settlement was $500 cash; not long 
before this payment the bonds could not 
have been sold at a price of better than 
35 per cent. On bonds covering an apart- 
ment house in the Westchester County 
suburban area, the settlement was $800 
eash on bonds which sold as low as 4) 
per cent of par after the default. 

Holders of defaulted real estate mort- 
gage bonds should not be led to expect, 
from the examples given above, that they 
will, in every case, receive a large cash 
settlement. Sometimes the circumstances 
are such as to make it impossible to 
reorganize on any other basis than a 
exchange of securities. However, the 
facts given: above will show that the 
chances are that one who sells his real 
estate bonds now will receive much les 
in payment than their intrinsic value. 


Changing Captains 


ISCONTENT is not wholly confined 

to the small fry, for it can be detected 

in high officialdom in corporation circles, 
especially between the powers that con- 
trol, and those who occupy the position 
of captains entrusted with the operation 
of the business. The recent retirement 
of a prominent public utility head is 
credited to a certain rancour over his 
policy. The resignation without ex- 
planation, of the head of Montgomery 
Ward & Company, at the corporation’s 
annual stockholders’ meeting, is another 
instance. Several years ago Everitt laid 
himself open to severe criticism, when in 
a public utterance he asserted business 
was running along nicely, and only a 
short time afterward the directors sus- 
pended the dividend. This variance be- 


tween oral statements and direct actiot 
did not sit well with the public mind 
When one browses below Fulton Strett 
he will hear whispered rumors that so al 
so is scheduled to go on the skids at the 
opportune time (among whom are several 
prominent bank heads); and so it goes, 
indicating that if half these murmu 

whisperings come true, 1932 will be 
membered for a general house cleamitt: 
The general theory appears to be that 1 
placing captains who have blundere¢, 
whether unintentionally or as a result 0! 
over confidence, would strengthen publi 
confidence. This is usually the penal 
which discontent exacts without 
closely analyzing the wisdom of is 
actions. But new leaders for old usuall 


means progress. 
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Investment 


Trust 
Topics 


— 


Value of 
Shares Reduced 

United Founders Company has reduced 
the amount of common stock from $152,- 
161,365 to $45,045,240, and of the Class 
A stock from $1 million to $250,000. Ac- 
cording to a statement of the company’s 
president, the purpose of this change is to 
increase the surplus of the corporation 
against which any. depreciation in securi- 
ties may be written off or reserved for, or 
against which any further losses may be 
charged. The action does not change the 
number of shares of either class of stock 
now outstanding, their stipulated rights, 
or the wording of the charter of the corpo- 
ration. It is anticipated that the various 
subsidiaries of the corporation will reduce 
their capital in due course. The reduc- 
tion in the capital of the corporation as 
such is merely a bookkeeping transaction, 
and has no effect upon the assets of the 
company or the asset value of its stock. 


Increase in 
Net Asset Value 


Taking listed securities at closing 
prices of last February 26, and the re- 
maining investments at estimated fair 
value, the net assets of Blue Ridge Corpo- 
ration on that date were equivalent to 
$61.42 per share of preference stock as 
against $57.85 at the close of last year. 
Net cash income of the corporation from 
dividends and interest on investments 
presently held, based on latest informa- 
tion as to dividend and interest rates in 
efect (after deducting estimated expenses 
and taxes), amounts to approximately 
11/5 times the dividend requirements on 
the preference stock. 


Substitution 
of Holdings 


Depositors & Distributors Corporation 
has announced that by substitutions of 
stocks underlying Trust Fund Shares last 
year, they had avoided a loss of $410 per 
wit. The largest saving per unit was 
obtained by the sale of Illinois Central 
shares at $69.25 per share, and the pur- 
thase of Reynolds Tobacco B at $51.38 
pr share. A comparison of prices for 
these two issues as of December 31, 1931, 
showed a saving of $85.75 per unit on this 
tansaction. The trust fund agreement 
provided that when Moody’s rating on 
any stock in the portfolio is lowered, it 
may be eliminated by the trustee and the 
ptoceeds invested in another stock hav- 
ig a rating equivalent to or better than 
the original rating on the stock eliminated. 


Smaller 
Distribution 


Holders of Independence Trust Shares 
Will receive a semi-annual distribution of 
¢ents per share on April first, as against 
cents received last October first. This 
wount is derived almost entirely from 
sh dividends of the 50 common stocks 
‘mprising the portfolio of the trust, the 

exception being the regular stock 
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dividends of three utility companies 


American Gas & Electric, American Power 
& Light and Electric Bond and Share. 


Reduction of 
Stated Capital 


Second National Investors Corpora- 
tion has reduced its capital represented 
by the shares of $5 convertible preferred 
stock from $10 to $1 per share. Simul- 
taneously this issue, which previously was 
of no par value, was changed into the 
same number of shares of $5 convertible 
preferred stock with a par value of $1 per 
share. This transaction does not affect 
the asset value of the company’s securities. 


v 
A New Book Review 


AAA 


LATIN AMERICAN PROB- 
LEMS.....By Thomas F. Lee 


NQUESTIONABLY one of the best 
presentations of the social, economic 
and financial structure of our neighbors 
south of the Rio Grande, ‘“‘ Latin Ameri- 
can Problems,” by Thomas F. Lee, re- 
veals a thorough knowledge of South 
American history, and communicates an 
understanding of present conditions based 
on such a historical background. Special 
emphasis is placed upon the fundamental 
differences in psychology, racial inheri- 
tance, institutions, political and economic 
procedure in South American republics, 
as compared with our Anglo-Saxon con- 
ception of these factors. 

Mr. Lee understands the art of pre- 
senting a mass of statistical data without 
dulling the interest of the reader. His 
scholarly treatment of the financial part 
of the subject is interspersed with anec- 
dotes with a humorous flavor, notwith- 
standing their sad experience for the 
American investor, who for several years 
purchased South American bonds by the 
millions, and on which he receives no 
return at the present time. 

The author closes his book with a 
visionary picture of North and South 
American conditions in the year 2000. 
Should eventual history sustain his 
predictions, we are certainly heading for 
a millennium of happiness for all peoples 
on the western hemisphere. To American 
investors, bankers and business men, Mr. 
Lee’s book should afford a better under- 
standing of South American nations 
and their economic, financial and social 
problems, thereby preventing recurrence 
of mistakes made in the past, and helping 
us to establish real friendship with our 
neighbors in Central and South America. 
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4 American Cyanamid 
The report of a net profit of $520,803 for 
the 18 months ended December 31, 1931, 
as compared with $548,669 for the fiscal 
year ended June 30, 1931, simply indi- 
cates that American Cyanamid operated 
at a net loss of $27,886 in the recent six 
months period. But this is a fairly good 
showing in the face of the drastic price 
revisions witnessed in both the chemical 
and fertilizer industries and indicates 
that the economies which have been in- 
troduced are proving effective. Financial 
position continues strong with current 
assets of $16.9 millions, of which $5.4 
millions is cash and equivalent, against 
current liabilities of $2.4 millions. 


4 Amoskeag Manufacturing “Dt” 
The drop in sales volume to $16.5 millions 
from $20 millions in 1930 is a factor which 
prevented Amoskeag from operating at a 
profit last year. The annual report (which 
will not be available until mid-April) is 
expected to show a net loss of around 
$800,000, but even this is an improvement 
over the loss of $1.3 million shown in the 
previous year. The outlook for the com- 
ing year in the textile field is far from 
encouraging, according to the manage- 
ment, as the relation of costs to finished 
goods is as unfavorable as it has been 
since 1922. 


4 Anchor Post Fence —” 
Taking its theme from the Lindbergh 
kidnaping, Anchor Post Fence has em- 
barked on a new advertising campaign 
for steel wire fencing as insurance for 
“the security of our wives and children” 
from ‘‘the malicious marauder.” The 
demand for fencing has fallen sharply 
in the past two years as indicated by the 
recent deficit of $102,988 reported for 
1931, which compares with a profit equal 
to 35 cents per common share in 1930 
and 83 cents a share in 1929. But the 
company appears to be optimistic with 
regard to the success of its new adver- 
tising campaign which is expected to tap 
a new and profitable market for fences. 


4 Armstrong Cork 
It is often the year-end adjustments 
which change the entire picture. In the 
ease of Armstrong Cork, a profit equal to 
71 cents was reported on the common 
stock for the six months ended June 30, 
1931, but the annual report for the full 
year discloses a net loss of $3.8 millions. 
Losses of foreign subsidiaries and in- 
ventory adjustments are the reason for 
the poor showing. Sweeping reductions 
have been made in expenses and salaries 
and it is hoped that these savings will 
tend to offset similar losses in the future. 


4 Bell Telephone of Canada “Bt” 


Per share earnings for B. T. C. for 1931 
are expected to be larger than the $7.26 
a share reported in 1930 but they will 
probably be below the $8 dividend re- 
quirement on the common stock. Ameri- 
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ean Tel. & Tel. is continuing the financing 
of the company and will spend more than 
$15 millions gross on the property’s 
expansion. Exchange and general market 
conditions have made it advisable for the 
Canadian company to take care of its 
bank loans through permanent financing 
during 1931, so American Tel. & Tel. 
filled in the gap, bringing total loans to 
the Dominion subsidiary to more than 
$9 millions at the end of 1931. Bell Tel- 
ephone of Canada at current prices 
around 98 is at the lowest price it has sold 
in a decade and the fact that regular 
dividends of $8 annually have been paid 
regularly since 1891 indicates that the 
stock is worthy of more than passing 
notice. 


4 Cooper-Bessemer 
Curtailed demand for compressors in both 
the oil and natural gas industries was 
largely responsible for the poor showing 
made by Cooper-Bessemer for 1931. A 
net loss of $648,421 was reported, as com- 
pared with a profit of $845,243 or $2.63 
per common share in 1930. The outlook 
is none too promising for the immediate 
future as prices continue at a low level 
with no evidence as yet of a revival in 
demand. 


4 Katz Drug —" 
Kansas City’s (Missouri) drug store chain 
has done well in spite of the depression 
in reporting a new high for sales and net 
income in 1931. Sales for the first time 
in the company’s history exceeded $7.5 
millions, as compared with $6.6 millions 
in 1930, and earnings equaled $3.78 a 
share on common, against $2.74 a share 
in the previous year. Two new stores 
were opened in 1931 to bring the total 
number operated up to ten, and current 
plans call for the opening of another unit 
later this year. 


4 Lone Star Gas — 
Beginning next June, Lone Star Gas 
plans to pay dividends on its common 
stock in the form of new 6 per cent pre- 
ferred stock at the quarterly rate of 16 
cents a share. The new issue of preferred 
will be junior to the existing 614 per cent 
preferred stock as to assets and dividends, 
but will be convertible into common until 
June 30, 1937, at the rate of seven shares 
of common stock for each share of pre- 
ferred. Stockholders will meet on April 5 
to approve the creation of 100,000 shares 
of the new preferred for this purpose. 
In effect the action will enable the com- 
pany to continue the dividend on the 
common stock and also conserve its cash 
resources. 


4Philip Morris Cons. 
The reduction by many stores in the 
retail price of the four leading cigarette 
brands to 12% cents per pack or two for 
a quarter, is a rather bearish develop- 
ment for the ‘‘Paul Jones” brands of 
Philip Morris Consolidated. It is be- 


lieved that many who have switched to 
the 10-cent cigarette will now switch 
back to their old favorite, an as a result 
much of the business gained in the last 
dozen months will be lost. Stockholders 
will vote on April 15 on a reverse split of 
the stock, one for two. 


4 Noblitt-Sparks “Dt” 
Action of the directors in omitting the 
dividend on the common stock, due at 
this time, does not indicate that the man- 
agement is not optimistic with regard to 
the future, for the president of the com- 
pany states that ‘‘ prospects for the com- 
pany appear to be good.”’ His reason for 
this pointed remark is apparently based 
on the larger number of contracts which 
have been received from a number of 
motor car manufacturers. Prices, how- 
ever, continue low for steel tube products 
and it is doubtful if the profit margin on 
most of this business will be large. 


4 Outboard Motors “DY 


Following the announcement last week 
that an ‘“‘outboard motor” had been de- 
veloped for bicycles, this company has 
come forward with another new product, 
a powered lawn mower. The company’s 
engineers have been busy on this item for 
about a year, and with experimental work 
finished, production will begin in a few 
weeks. 


4 Pie Bakeries “Dt” 
A stockholder has filed a bill of com- 
plaint in a Chancery Court asking that 
the plan of recapitalization of Pie Baker- 
ies of America, adopted by the stock- 
holders last September, be deciared null 
and void. It is contended that the capi- 
tal change has not accomplished any of 
the results which were expected of it. 
Pie Bakeries operates plants in Newark, 
N. J., Chicago, Philadelphia and Mil 
waukee, and distributes its products 
throughout Delaware, Pennsylvania, New 
Jersey, Illinois and Wisconsin. 


4Pyrene Manufacturing “Dt" 
The interruption of Pyrene’s unbroken 
dividend record since 1913 came some 
what as a surprise last November, but 
the recent annual report discloses the 
reason. Operations for 1931 were col- 
ducted at a net loss of $132,121, a 
compared with a profit of $262,351 m 
1930. The demand for fire fighting 
equipment has suffered along with that 
for other types of devices which are used 
extensively by municipalities. Efforts t 
economize in cities and towns and thus 
trim down annual budgets have defe 

the purchase of much new equipment to 
replace the old and obsolete. In effect, 
however, this action is building up a largé 
reservoir of demand which will have 
come into the market sooner or later. 


ee ” 
4 Daniel Reeves Ct 
An 8.7 per cent decline in sales from the 
peak levels of 1930 was in part responsible 
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similar decline in earnings during 
ming Net equalled $3.01 a share on the 
390,000 no par common shares outstand- 
ing, as compared with $3.29 a share in the 
previous year. These earnings, however, 
afford an excellent coverage over the 
present $1.50 annual dividend and its 
continuance appears reasonably assured. 


4 Standard Oil of Indiana “Bt” 


Construction on a new 20,000-barrel a 
day cracking plant has been started for 
the production of high octane gasoline. 
This represents the beginning of a series 
of plants which will be built for the same 
purpose to supply the increasing demand 
for the high-test anti-knock type of fuel. 


ELECTRIC BOND & SHARE 


concluded 


from page 6 


of $6 preferred and 13,792 shares of $7 
preferred of this company, dividends on 
which were recently deferred. Loss of 
income as result of this latter action will 
amount to no more than $491,398 an- 
mally or less than 4 cents per share of 
Electric Bond & Share common. Because 
of the adverse operating conditions with 
which American & Foreign Power has to 
contend, clearing up of these arrears and 
resumption of regular disbursements on 
the preferred issues do not appear in 
erly prospect; the excellent potential 
eaming capacity enjoyed by this unit, 
however, leads to the belief that eventu- 
aly accumulations will be paid and 
regular disbursements assured. 


THE TREND OF THINGS 


concluded 


from page 4 


ings are off from those of a year ago to a 
greater extent than was suggested by the 
left hand pointer at its previous position, 
and it has therefore been lowered one 
more degree, 

Failure of railroad traffic to expand any 
nore than it has in recent weeks carries 
the strong implication that rail buying 
of new equipment will continue to be 
postponed, and in view of the unpromis- 
ing outlook for the equipment makers, 
the future earnings indicator has been 
lowered to its present position. 


AAA 
Market Valuations 


HE action of the market in the past 

week was most satisfying in the face of 
an absence of any particularly good news 
aid it was convincing to students of 
narket trends that the ultimate bottom 
was standing up well under a severe test. 
Stock values were up $280 millions in the 
week of March 2-9, according to THE 
FivanctaL Wortp Index on page 3. 
Reaching this level exceeds the January 
ljand February 16 highs, and for the first 
lime since the relapse set in on Novem- 
ver 9 a level has been attained that is 
thove the October 5, 1931, lows. The offi- 
tial stock valuation by the New York 
Stock Exchange as of March 1 was 
£7,586 millions, an increase of $1,208 
nillions for the month of February. The 
advance so far in March, amounting to 
1,254 millions, gives the first signs of 
the market breaking out of the depression 
trough that it has been in for the past 
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DIVIDENDS 


DIVIDENDS 


ILLINOIS POWER AND LIGHT CORPORATION 
6% Cumulative Preferred Stock Dividend 


_ The regular quarterly dividend on the 6% Cumula- 
tive Preferred Stock of the Company, for the quarter 
ending March 31, 1932, amounting to $1.50 per share, 
has been declared, payable April 1, 1932, to stock- 
holders of record March 10, 1932. 


$6 Cumulative Preferred Stock Dividend 
The regular quarterly dividend of $1.50 per share 
on the $6 Cumulative Preferred Stock of the Com- 
pany, for the quarter ending April 30, 1932, has been 
declared, payable May 2, 1932, to stockholders of 
record April 9, 1932. 


D. H. Homes, 


CLEMENT STUDEBAKER, JR., 
Secretary. 


President. 


The Pacific Telephone & Telegraph Company 


Notice of Dividend on Common Stock 


W. J. PHILLIPS, Secretary. 
San Francisco, March 3, 1932. 


The Pacific Telephone & Telegraph Company 
Notice of Dividend on Preferred Stock 
The regular quarterly dividend of One Dollar and 
Fifty Cents ($1.50) per share on the Preferred Stock of 
this Company will be paid on Friday, April 15, 1932, to 
shareholders of record at the close of business on Thurs- 
day, March 31, 1932. 
W. J. PHILLIPS, Secretary. 


San Francisco, March 3, 1932. 


The Bell Telephone Company of Canada 


NOTICE OF DIVIDEND 


A dividend of two per cent (2%) has been 
declared payable on the 15th day of April, 1932, 
to shareholders of record at the close of business 
on the 23rd March, 1932. 


W. H. BLACK, Secretary-Treasurer. 
Montreal, 25th February, 1932, 


Your dividend notice in Taz Frinancrau 
Wor tp calls the favorable attention of 
bona fide investors to your securities. 


THE UNITED LIGHT 
AND POWER COMPANY 


BANKERS BUILDING 
CHICAGO, ILLINOIS 


The Board of Directors of The United Light and 
Power Company has declared the following divi- 
dend on the stock of the Company: 

A quarterly dividend of $1.50 a share on the 
$6.00 Cumulative Convertible First Preferred 
Stock, payable April 1, 1932, to stockholders of 
record at the close of business on March 15, 1932. 


Stock transfer books will not be closed, 
L, H. HEINKE, Secretary. 
Chicago, March 1, 1932. 


WARD BAKING 
CORPORATION 


New York, March 3, 1932 


A quarterly dividend of one and three- 
quarters percent (134%) on the Pre- 
ferred Stock of this Corporation has 
been declared, payable on April 1, 
1932, to stockholders of record at 
the close of business March 17, 1932. 


JOHN M. BARBER, Treasurer 


THE WESTERN UNION TELEGRAPH CO. 
New York, March 8th, 1932. 
DIVIDEND NO. 252 

A dividend of ONE PER CENT on the Capital 
Stock of this Company has been declared payable 
on the 15th day of April next, to stockholders of 
record at the close of business on the 18th day of 
March, 1932. 

The transfer books will remain open. 


G. K. HUNTINGTON, Treasurer. 


THE ELECTRIC STORAGE BATTERY COMPANY 
Allegheny Ave. and 19th St. 
Philadelphia, February 19, 1932. 

The Directors have declared from the Accumulated 
Surplus of the Company a quarterly dividend of Seventy- 
five cents per share on the Common Stock and Preferred 
Stock, payable April 1, 1932, to stockholders of record of 
both of these classes of stock at the close of business on 
March 9, 1932. Checks will be mailed. 


WALTER G. HENDERSON, Treasurer, 


two and a half years. The official loan 
ratio made a new low record at 1.90 per 
cent, and on the average price of $20.90 
for all stocks, brokers’ loans amounted 
to only 39 cents per share. The current 
loan ratio at 1.74 per cent shows little 
change, and the turnover in stocks re- 
mains at a slow comparative pace of 
3.08 per cent. 


5 STOCKS UNDER $5 


concluded from page 9 


found frequently in the public press and 
standard financial publications. 

All of the foregoing factors are of pri- 
mary importance in the selection of the in- 
dividual stocks in which the investor is to 
trust his speculative funds, But the proc- 
ess of selection must go further than that. 
The principle of diversification is highly 
essential if we are to distribute the risks 
as well as assure ourselves that the specu- 
lative venture will embrace more than 
merely one or two possibilities of growth. 
In a small list of stocks it would hardly 
be feasible to include, say, two copper 
issues, or two department store stocks. 
The risk as well as the profit possibilities 
must be spread. 

Thus, in approaching the problem of 
presenting a limited group of low priced 
speculative stocks suitable for the small 


investor (who is, however, in a position 
to assume the risks involved in a venture 
of this nature), the staff of Taz Financrab 
Wor.p was guided by the sound prin- 
ciples which have here been set forth. 
Inasmuch as there were 207 separate Stock 
Exchange issues selling in the $5 range as of 
a recent date, the process of weeding out 
was a formidable task. The application of 
our various rules of selection, however, 
resulted in dozens of issues falling by the 
wayside, one by one, as the financial 
position of this company was not quite 
satisfactory, or the earnings prospects 
of that one did not measure up to the 
standard which had been set, Finally, 
all but 18 were eliminated, all of which are 
listed on the New York Stock Exchange 
and command a good degree of market- 
ability. 

But some of those survivors were in the 
same or closely allied lines of endeavor, 
thus automatically eliminating the less 
promising of the group. Only eleven 
remained after over-lapping interests had 
been dropped. The list was again sub- 
jected to painstaking scrutiny, and finally 
the group of five on page 9 emerged. 
They are, as has been emphasized, specu- 
lations, but as such they appear to have 
satisfactory requisites of future potentiali- 
ties. On a percentage basis of computa- 
tion they appear to have possibilities of 
better than average growth for those who 
possess the degree of patience required to 
benefit from the industrial revival which 
is indicated over the next several years. 
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WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


A AVERAGE STOCK PRICES 1932 1931 
Mar.8 Mar.1 Feb.24 Mar.9 
ee 49.70 47.50 48.20 114.90 
Industrials. ......... 39.50 40.20 39.30 117.80 
29.48 29.05 29.00 102.86 

A FEDERAL RESERVE REPORTS, MEMBER — ones 
——1932 
(000,000’s omitted) Mar.2 Feb.24 Mar.3 
Deposits—New York City........ $5,511 $5,610 $7,018 
Deposits—Outside New York City. 11,317 11,371 13,914 
Loans on Securities—N. Y. C..... 2,109 2,092 3,160 
Loans on Sec.—Outside N.  &% oe 3,331 3,346 4,096 
tInvestments—New York City..... 826 817 1,116 
tinvestments—Outside N. Y.C.... 2,367 2,374 2,620 
Total loans and discounts......... 12,588 12,609 15,441 
Total net demand deposits ....... 11,003 11,001 13,514 
Total time deposits.............. 5,700 5,685 7,289 
7Other than U. S. Govt. securities. 

A WEEKLY BANK CLEARINGS 1932 1931 
(000,000’s omitted) Feb. 27 Feb. 20 Feb. 28 
New York City.................. $2,579 $3,717 $4,902 
Outside of New York City........ 1,664 2,102 2,509 

A MISCELLANEOUS 1932 1931 
Mar.2 Feb. 24 Mar.3 
Total brokers’ loans (000,000)...... $495 $4°9 $1,790 
Federal reserve ratio (System). .... 68.1% 68.0% 84.1% 
Federal reserve ratio (N. Y.)....... 70.8% 71.5% 876% 

1932 1931 

Feb. 27 Feb. 20 Feb. 28 
535,498 572,606 681,221 

1932 1931 
Mar. 5 Feb. 27. Mar. 6 
Daily Av. Crude Oil Prod. (bbls.).... 2,140,850 2,138,050 2,156,700 
A FOREIGN EXCHANGE ACOMMODITY PRICES 

1932 1931 1932 1931 

Par Mar.8 Mar.9 Mar.8 Mar.9 
$4.86 24 England..... $3.701% $4.855<4 $0.82 % 

3.92 France...... 3.92 3.91 % | Silver.... 0.304% 

5.1834 5.23% | Flour 4.70 4.65 
13.90 Belgium* 13.92% 13.93 Coffee 074% 05 
23.81 Germany 23.76 23.81 4% | Sugar 0415 044 
14.069 Austria...... 14.00 14.00 15.64 17.76 
40.20 olland..... 40.13 40.08 &% |} Steel..... 27.00 30.00 
26.80 Denmark... .20.44 26.73 % | Lead 03 4% 046 
26.80 Norway..... 20.29 26.74 Copper -06% 10% 
26.80 Sweden...... 20.44 26.76 .0405 
2955. Japan... ..... 31.06 49.31 .2210 .272 
42.45 Argentinaj.. .25.19 34.18 Cotton -0705 -1085 

#12.00 Brazilf...... 5.95 8.20 ee 1.60 2.75 
12.12 12.06 Rubber.. .0356 .0792 
1.00 Can. Dollar. .90.00 100.00 Gasoline. .103 -113 


*Belga. {Paper Peso. tPaper Milreis. §May futures. 
#Approximate; not yet fixed by law. 


Weekly Car Loadings 


Freight car loadings indicate current sectional business conditions. 
Loadings from the 15th to the 15th generally indicate earnings for the 


current month. 
Week ended Same 
Feb. 20 


e week Change 
EASTERN DISTRICT 1932 1931 % 
Baltimore & Ohio... 38,822 51,175 —24.0 
Chesapeake & Ohio............. 22,360 28,003 —20.0 
Cleve., Cinn., Chicago & St. L.... 18,857 22,143 —14,8 
Delaware & Hudson............ 10,791 14,294 —24.6 
Delaware, Lackawanna & West.... 14,355 15,990 —10.9 
Norfolk & Western............. 17,546 22,021 —20.2 
N. Y., New Haven & Hartford... 22,994 26,704 —14.9 
44,030 58,764 —25.0 
N. Y., Chicago & St. Louis....... 11,892 15,781 —24.7 
91,211 117,374 —22.2 
Pere ... 7,869 10,049 —21.7 
Western Maryland............. 6,473 7,730 —16.1 
SOUTHERN DISTRICT 
Atlantic Coast Line........ ie 12,848 17,660 —27.2 
Louisville & Nashville.......... 18,811 25,310 —25.7 
Seaboard Air Line.............. 10,371 12,856 —19.2 
Southern Ry. System........... 28,029 36,884 —24.0 
NORTHWEST DISTRICT 
Chicago & Great Western....... 4,227 5,506 —23.0 
Chi., Milw., St. Paul & Pacific... . 23,993 29,509 —18.7 
Chicago & North Western....... 27,281 36,792 —25.8 
Northern Pacific. ...:........... 10,063 12,075 —16.7 
CENTRAL WEST DISTRICT 
Atchison, Topeka & Santa Fe.... 25,462 27,065 — 5.9 
Chicago, Burlington & Quincy. . . 20,727 26,974 —23.2 
Chicago, Rock Island & Pacific. . . 20,533 24,939 —17.6 
Chicago & Eastern Illinois....... 4,518 5,378 —16.0 
Denver & Rio Grande Western.. . 3,940 4,707 —16.3 
Southern Pacific............... 15,921 21,079 —24.4 
18,349 20,017 — 8.3 
SOUTHWESTERN DISTRICT 
Kansas City Southern.......... 2,786 3,648 —23.6 
Missouri-Kansas-Texas......... 6,912 7,326 — 5.5 
20,960 26,796 —21.8 
St. Louis-San Francisco......... 10,535 12,907 —18.4 
St. Louis-Southwestern......... 3, 4,245 —17.4 
6,559 8,408 —21.9 


(Compiled from American Railway Association figures) 
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TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
pertaining to investments and other timely subjects 
which we believe are of interest and profit to our 
subscribers. Upon request and without obligation 
any of the booklets listed below will be sent free, 
direct from the houses by whom issued. 


PLEASE WRITE EACH REQUEST 
PLAINLY ON A SEPARATE SHEET 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place, New York, N, Y. 


“LET’S STOP BEING BOOBS!’’—is the title of an unusual booklet 
just published, which leaves little doubt as to the public’s attitude 
toward securities and the situation now existing in the stock market 
as compared to that of 1929. It also reveals profit opportunities 
Copy may be had upon request. ; 


A SOUND INVESTMENT PROGRAM—-is the title of a booklet js. 
sued by a well-known investment counselor. Copy upon request, 


“UNITED STATES GOVERNMENT OBLIGATIONS’’—One of the 
largest investment banking firms in the United States has prepared a 
special folder for the convenience of individual, institutional and 
corporate investors listing all issues of United States Government 
Obligations and giving the salient features of each. A copy may be 
obtained upon request. 


YOU CAN HAVE AN INCOME AS LONG AS YOU LIVE—Is the 
title of a booklet issued by one of the most prominent insurance 
companies, that tells how a life annuity can be arranged to comply 
with any circumstances and ideas for future income. A copy may 

on request. 


TRADING METHODS—A 24-page booklet issued by a New York 
Stock Exchange house, containing a brief explanation of the different 
operations pertaining to stock market trading. 


BUSINESS PROGRESS AND ACHIEVEMENT—Is the title ofa 
folder issued by the largest manufacturers of addressing equipment, 
showing graphically the progress made in that field in the past 39 
years, together with the advantages afforded present-day business 

y such equipment. A copy will be sent to anyj business executive 
who writes on his stationery for it. 


A CHAIN OF SERVICE —Is the title of a new booklet which’ describes 
and illustrates the history and development of the Associated Gas & 
Electric Company System. Of particular value to anyone interested 
in public utility securities. 


THE MIDDLE WEST UTILITIES SYSTEM—A booklet. describing 
the territory comprising parts of 32 states, served with electric 
power and other services by the] companies of the Middle West Util: 
ties System. Copy on request. 


INVESTMENT BULLETIN FOR FIRST QUARTER OF 1932- 
Issued by one of the prominent firms of investment bankers, presents 
a very interesting statement regarding the outlook for the future of 
industry, together with other material of importance to investor. 
Facts about attractive current offerings are also included. Copy 
obtainable for the asking. 


‘““STOCK EXCHANGE SERVICE FOR THE SMALL INVESTOR” 
—is the title of a booklet just issued by a well-known Stock Exchange 
firm. Copy may be had on request. 


MAKING MONEY BY DEALING| IN MONE Y—Is the title of a new 
pamphlet issued by an industrial banking organization, containils 
information about the industrial banking business that will prov 
interesting to investors. 


SERVING 9,000 COMMUNITIES—Is the title of the 26-peet illus 
trated booklet published by Cities Service Company, which giv® 
investors an interesting picture of the targe field covered by this 
holding company’s subsidiaries engaged in electric light and pow 
petroleum and natural gas industries. Included is a detailed state 
ment of Cities Service Company’s earnings over the past 20 yeas 


INTERNATIONAL HYDRO-ELECTRIC SYSTEM—A _ detail 
description, illustrated with photographs of that public utility 
system that serves fifteen thousand square miles in five States ° 
New England and three provinces of Canada, with a total populatit! 
of 2,750,000, may be had on request. 


NEWS ON STOCKS AND COM MODITIES—This bulletin is issued 
periodically by one of the large ‘‘wire’’ houses, and a sample CoP! 
may be had on request. 


A GUARANTEED INCOME ON RETIREMENT—A 28-page ee 
called ‘‘How to Get the Things You Want,’’ issued by one 0 
large insurance companies, shows how their latest retirement in 
plan can be exactly suited to any individual's special needs. 


FROM $8,000 TO $250,000,000—One of America’s oldest utility aril 
has issued a booklet of 48 pages, in which is presented a descr " 
of the history and development of this prosperous corporation ‘a 
came into existence in 1886 with assets of $8,000 working onl 
and that now has assets of over $250,000,000. Investors W} 
much bad interest and value in this booklet. Copy may be 
request, 
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SPECIAL OFFER TO 


Important Points That Many 
Investors Are Overlooking 


sHOW THIS TO 


SOME INVESTOR F RIEND 


HILE business will have its revival, the 

unnoticed revolutionary changes that are 
taking place in industry and business today, will 
result in many concerns being eliminated— 
either quickly or slowly. 


The production capacity of the world has been 
so increased that only concerns with the highest 
type of management and with the ability to 
adapt themselves to the striking changes that 
have developed, will be able to come through 
unscathed. Management is the greatest factor 
in determining the success of an enterprise and 
it is to the quality of their managements that 
we must look in determining the probable 
success of various companies to achieve satis- 
factory profits by improving their products and 
methods of operation. A company may have 
unmortgaged plants and good products and still 
be on the way down through the complacency 
of an unprogressive leadership. 


You, as an individual investor, by careful 
study in all your leisure time can probably do a 
certain amount along the line of differentiating 
between concerns that will be equal to the new 
conditions and those that will not be. On the 
other hand, our large staff is in a much better 
position to study and anticipate which units are 
most likely to be unfavorably affected and also 
those which will rise above the obstacles 
now confronting so many corporations. We 
may be able to help you get in a sound position 
now. 


Even though your holdings are mostly in 
bonds and preferred stocks, you cannot afford 
to ‘put them away and forget them.’’ Many 
senior securities that had great merit are losing 
out through overlooked economic changes. 


(If you are already a subscriber, please show this to a friend} 


By becoming a subscriber for THe Financiau 
Wor tp, you will receive each week the benefit 
of the keen analyses of many important concerns 
and will be able to readjust your investment 
program from time to time to best meet the 
rapidly changing industrial conditions. 


In addition, you will find our monthly in- 
vestors’ guide—‘‘Independent Appraisals of 
Listed Stocks’’—will give you in a handy form 
each month for quick reference the many vital 
facts about hundreds of the leading companies 
of the country, such as their earnings trends, 
prospects, ratings, etc. 


The third phase of our investment service will 
enable you to submit inquiries in regard to 
securities that you are now in doubt about. 
Using this privilege alone should be worth 
many times the price of a whole year’s subscri 
tion. The rules governing our very valuable 
Free Confidential Advice Privilege are given in 
coupon below. 


The past 30 months have been most trying for 
all investors. While we, like other leading 
financial authorities, are at times wrong in some 
of our conclusions, thousands of enthusiastic 
subscribers are unstinting in their praise about 
the many ways in which we are helping in- 
vestors to handle their investment funds far 
better than they otherwise possibly could. 


Our low price of $10.00 a year is no measure 
of the real value of our Threefold Investment 
Service. By reason of our large circulation,we 
are able to sell a subscription to investors at 
about one-tenth the price that would be feasible 
if we had only a few thousand clients. There 
are a number of reasons why it is especially to 
your advantage to send your subscription with- 
in the next thirty days. 


THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 


INVESTORS EXPIRES APRIL 15TH 
M-16 


Here is my check for $10 in full payment of the following 
special offer: 


{a} 52 weekly issues of The Financial World {Canadian and 
Foreign Postage, $2 extra}. 


{b} 12 monthly editions of “Independent Avpreicsls of Listed 
Stocks”—an indispensable manual full of vital investment 
data and ratings. 


{c} Free privilege of writing for advice several times each month 
by enclosing a stamped, self-addressed envelope with each 
inquiry. {Each a must be confined to a single security.} 

{d} } sig of our article entitled “25 Selected Low Priced 

tocks. 


Reprints of “Sound I R - , Your 
fe} Reprints ules,” and “Handling 


SCHW. PRESS, NEW YORK 
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ing the Spirit 


of the Great Southwest! 


At noon on April 22nd, 1889, twenty thousand Empire subsidiaries comprise one of the foremost 
people participated in a spectacular land rush into systems in the United States in production, trant 


what is now the state of Oklahoma. The prize was 
a share in the ownership of 1,887,800 acres of choice portation, refining and marketing of crude oil and 


land in the center of Indian Territory—purchased by its products, and transportation of natural gas, A 
the Government from the Creeks and Seminoles. substantial interest in the 1,000 mile natural gas pipe 
line from the Texas Panhandle to Chicago is held 


Shortly after this historic competition for home- by Cities Service Company 


steads, Indian Territory Illuminating Oil Company 
was organized. Today it constitutes an important 
subsidiary of Empire Gas and Fuel Company, the The further growth of the Great Southwest wil 
principal petroleum subsidiary holding company of make inevitable an increasing demand for the ser 
Cities Service Company. ices and products supplied by Empire companies. 


To invest in Cities Service Company securities is to participate in widely diversified earnings 
in three essential industries—electric light and power, petroleum and gas—that grow with the 
nation. Send the coupon for full details TODAY. 


HENRY L. DOHERTY & COMPANY 
60 Wall Street (A) New York City 


Branches in principal cities 


LISTEN IN—Cities Service Ragio Hour—a pro- HENRY L. DOHERTY & COMPANY, 

gram of variety music with Jessica Dragonette, 60 Wall Street, New York, N. Y. 

the Cavaliers and the Cities Service Orchestra. Please send information about Cities Service Company’s % 
Fridays, 8 P. M. Eastern Standard Time—WEAF oupaanes. 

and 37 N. B. C. Associated Stations. deen 
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